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FINGERPRINTS provide a positive 


method of identifying the individual. That's why 
they play such an important role in crime detec- 
tion and crime prevention. ) )} Checks too, can 
be “individually identified”, thanks to a special 
safety feature developed by George La Monte & 
Son. ) )» This feature enables you to have your 
trade mark or individual design incorporated — 
front and back—in the safety paper on which your 


checks are lithographed or printed. ) )» You'll 










Note how the Individual Design appears 
on the back of the check in perfect reg- 
ister with the front. The endorsement is 
protected as well as the face. 
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%& BACK THE ATTACK 
— BUY WAR BONDS 


find it pays to use a check paper that proclaims 
itself as being exclusively your own. ) ) That 
lends distinction to your checks. Adds pres- 
tige. Enhances advertising value. — All, in addi- 
tion to the primary advantage of providing the 
utmost in protection against alteration and coun- 
terfeiting. » ) Why not join the impressive roster 
of American Banking and Business Leaders who 
use INDIVIDUALIZED La Monte Safety Paper for 
their checks. 


For samples of La Monte Safety Papers, see your lithographer or printer—or write us direct 


LN MONTE Sefer PAPER 


GEORGE LA MONTE & SON ..... Nutley,New Jersey 
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LETTERS 


Penny Shortage 


Sirs: We have been co-operating with 
the Director of the Mint in requesting cus- 
tomers and others through newspaper 
advertising and lobby signs to put back 
into circulation all the pennies they have 
been accumulating. 

Customers have responded so generously 
that Miss Betty Fitzpatrick, shown in the 
picture, is using her time counting them. 








Many customers leave the pennies to be 

counted and credited to their accounts. 

One customer brought in several bags 

which she had been saving for years. She 

thought there were about 600, but actually 

they totaled $961.10. 

Jutrus E. Lou, Vice-president, 
The Second National Bank, 

Washington, D. C. 


° ° 


V-Day Bank Credit 


Strs: The Burroughs Clearing House 
for November is indeed interesting from 
cover to cover. The first article, ““V-Day 
Bank Credit” by John H. Lucas, compels 
my attention. It is the most appropriate 
article I have seen on this subject; it is 
filled with good information and it should 
be very interesting to all banks that are 
forward-looking in their policies. 

ARTHUR R. Furnisu, Vice-president, 

The Louisville Trust Company, 
Louisville, Kentucky 


° ° ¢ 


Home Front News 


Strs: We are sending you a copy of the 
first anniversary edition of Home Front 
News which we put out for the boys in the 
service. It occurred to us that it might be 
an idea worth passing along to the officers 
of other banks in small communities such 
as ours. 

Such a sheet* is very much appreciated 
by the boys. It contains trivial news and 
a “picture” of the home country they all 
long for so much. The News goes to 140 
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Clearing House 


HENRY J. BOONE, Editor 
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boys frem this vicinity and we have re- 
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ceived dozens of appreciative letters from 
them. You feel pretty well compensated 
for your trouble when you have read the 
letters. 
C. G. Cocksurn, Cashier, 
Bank of Lake Stevens, 
Lake Stevens, Washington 
*Three, single-spaced, 844” x 13”, mimeographed 


sheets of bank news, community news, and corre- 
spondence with tbose in service. Very interesting.—Eb. 
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Over 500 Branches 


Sirs: Our attention has been drawn to 
a statement in your Canadian Banking 
news section for November that this bank 
has 450 branches through Canada and 
California. We think it well to advise you 


THE FEDERAL INTERMEDIATE CREDIT BANKS 


Further particulars respecting these destrable 
investments will be supplied by 


CHARLES R. DUNN, Fiscal Agent 
31 NASSAU STREET 


Federal Intermediate Credit Bank 
Consolidated Debentures Offer... 


Purchase and Collateral 
E / ‘ oy eye 
zgrbility 
k poo OBLIGATIONS, in maturities not 
exceeding six months, are eligible 
for purchase by Federal Reserve Banks 
and as collateral for their 15-day loans 
to member banks. The debentures also 
provide security for various fiduciary, 
trust and public funds. Issued under 
authority of the Federal Farm Loan Act, 
as amended, they may be purchased, with- 
out limitation, by national banks and by 
banks chartered by many states. Denomi- 


nations from $5,000 to $100,000 are of- 
fered for subscription at regular intervals. 
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that the bank has over 500 branches in 

Canada and abroad, of which two are in 

California, San Francisco and Los Angeles, 

one in Portland, Oregon, and one in Seattle, 

Washington, and an Agency in New York 

City. 

C. M. Sort, 
Supervisor, Statistical Research, 
The Canadian Bank of Commerce, 
Toronto 2, Canada 
o J + 


Bonus 


Sirs: Each year it has been the custom 
of this bank to pay a Christmas bonus to 
its employees. This year’s bonus was 


announced by President Rossetti the latter 
part of November. 



















































NEw York 5, N. Y. 







The board of directors voted the usual 
Christmas bonus of a full month’s salary 
to all employees in its service for one year 
or more, and one-half month’s salary for 
service less than one year. The board 
also voted, the same as last year, a Christ- 
mas remembrance to its 106 employees now 
in the services of $50 to those formerly in 
its employ for one year or more and $25 
to those with service less than one year. 
The bank also continues the payment of 
the premium on the National Service Life 
insurance for those in the services who 
have availed themselves of it. 


F. B. Putnam, Assistant Cashier, 
The Farmers and Merchants 
National Bank of Los Angeles, 
Los Angeles 54, California 


¢ ° « 


Up-to-Date Safe Deposit Practice 


Stns: The November issue of The Safe 
Deposit Bulletin contains the text of a 
talk, ““Your Bank, Mr. President, Should 
Be A Member Of This Association,” by 
the editor, Edward S. Lubbers, vice- 
president and secretary, Bank of Man- 
hattan Safe Deposit Company. 

This talk has attracted wide notice and 
comment from banks throughout the 
country and we wanted to mention it to 
you. You may say that extra copiés of 
our November Bulletin are available upon 
request from me at 18 Pine Street, New 
York 5, New York, as long as the supply 
lasts. 


James A. McBarn, Secretary, 
New York State Safe Deposit 
Association and Assistant Treasurer, 
The Chase Safe Deposit Company, 
New York 5, New York 
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VT Credit 


Smrs: The Federal Reserve Bank of 
Cleveland has just announced fhe comple- 
tion of a new VT credit for our company. 

It is one of the largest credits negotiated 
through the Federal Reserve Bank of 
Cleveland and is of the new “Victory 
Termination” type designed to increase 
production for manufacturers of war ma- 
terials and to lessen the danger of frozen 
working capital as a result of terminated 
war contracts. 

Three Pittsburgh and four New York 
banks signed the credit for $20,000,000: 
The Union Trust Company of Pittsburgh, 
First National Bank at Pittsburgh, Com- 
monwealth Trust Company of Pittsburgh, 
The Chase National Bank of the City of 
New York, Bankers Trust Company, Man- 
ufacturers Trust Company, and The New 
York Trust Company. The credit carries 
the low rate of two and one-half per cent 
interest and three-eighths per cent commit- 
ment fee. It is guaranteed to the extent 
of seventy per cent by the War Depart- 
ment, and extends to December 31, 1946. 

Our company, which in peacetime manu- 
factures pipe, oil field machinery and 
Diesel engines, now has the largest backlog 
of war production contracts in its history, 
covering principally airplane and ship parts. 
Sales will approximate $140,000,000 for 
1943. 

A. T. Huizinaa, Treasurer, 

The National Supply Company, 
Pittsburgh 30, Pennsylvania 
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In the TREND of BANKING 
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Directory of Post-war 
Planning Agencies 


More and more, the expanded research 
facilities recently set up in a number of 
Federal Reserve Districts are beginning to 
bear fruit. One notable example is the 
directory of post-war planning agencies in 
the Sixth Federal Reserve District, com- 
piled by the research and statistics depart- 
ment of the Federal Reserve Bank of 
Atlanta. 

Such a directory fills an urgent need. 
Post-war planning in the Southeast has 
been extensive, but has been carried on 
largely in isolation by the various groups 
attempting to map the economic highways 
to be traveled in the future. A greater 
unity of purpose and cohesion of effort, as 
well as an opportunity for the inter- 
change of data and ideas, has been needed. 
The Federal Reserve Bank directory, which 
outlines the various planning activities in 
progress in the district, fills the demand for 
such a centralizing medium. 

The fundamental importance of for- 
ward-looking planning in the Southeast 
lies in the fact that there are between one 
and two million people in the Sixth District 
now employed in war work, and an addi- 
tional number in the armed services, creat- 
ing a substantial post-war employment 
problem. 

Analyzing the progress already made, the 
report finds agricultural planning is highly 
organized, but that planning for the con- 
version to peacetime use of the large new 
war plants is in the realm of mystery and 
doubt, and that new industry planning has so 
far played a minor part in the picture. The 
latter is regarded as the main requirement. 

The directory is divided into six sections, 
covering regional planning, technological 
and research planning, state planning, 
municipal planning, public utility plan- 


ning, and local industrial planning. 

Compilation of the directory has been 
the work of George W. Simons, a research 
expert of Jacksonville, Florida, and Ernest 
J. Hopkins, senior economist of the reserve 
bank’s research staff. 

The research program of the Federal 
Reserve Bank of Atlanta is under the 
direction of First Vice-president Malcolm 
Bryan. 


Top-Flight Bank Presidents 
Discuss Pending Problems 


To meet the challenges of the post-war 
period, Group Six of the California Bankers 
Association recently sponsored a unique 
program at San Francisco which broke all 
its attendance records. 

Instead of depending upon the customary 
speakers, the president of Group Six, 
Richard D. Brigham, vice-president, Anglo 
California National Bank, decided upon 
an innovation and invited top-flight bank 
presidents to discuss pending problems. 
The program included an afternoon session 
and an evening dinner meeting which over- 
flowed the Commercial Club’s main dining 
room. 

With President Brigham presiding, the 
first speaker was the dean of California 
bankers, F. L. Lipman, chairman of the 
board of directors, Wells Fargo Bank & 
Union Trust Company, whose subject was 
**Moss-Grown Banking.” Speaking from 
his rich experience of sixty and a half years 
as a California banker, Mr. Lipman 
deplored the thinking which considers 
American business economy as fully “‘ma- 
tured.”” He explained that banking princi- 
ples have not changed, have merely 
magnified, and pointed out the dangers of 
a loose credit period and need for sound 


fundamentals during the conversion from 
wartime to peacetime economy. 

“China Beckons Bankers” served as the 
theme for K. L. Kwong, president, Bank 
of Canton, San Francisco. He predicted 
an enormous increase in economic relations 
between China and the United States after 
the war. American bankers will play an 
important role in this development—one 
which will bring “‘bountiful rewards, truly 
without limit,” Mr. Kwong foresees. 

J. J. Hunter, president, Bank of Cali- 
fornia, N. A., spoke on “‘Banking—a Pro- 
fession.”” He punctuated his talk with 
sparkling comments on political and social 
trends and the dangers of bank regimenta- 
tion. 

At the evening dinner meeting the 
speakers’ table included A. P. Giannini, 
chairman of the board, Bank of America, 
and William A. Day, president, Federal 
Reserve Bank of San Francisco. 

Next came A. C. Hughes, president, 
California Bankers Association, and presi- 
dent, Monterey County Trust & Sav- 
ings Bank, Salinas, who presented “The 
Fight Against .Socialized Credit.” He 
stated there are now forty-nine Govern- 
ment lending agencies competing with 
banks and that socialized credit is the 
straight road to state socialism. 

Carl F. Wente, senior vice-president, 
Bank of America, discussed ‘‘Inside Public 
Relations.” He pointed out that good 
public relations fundamentally stem from 
inside the bank and stressed “‘if you don’t 
take good care of your customers you won’t 
have any to take care of.’’ He told how 
this institution has successfully adapted 
the job training methods for new em- 
ployees which the WPB initiated for war 
production industries. 

W. H. Thomson, president, Anglo Cali- 
fornia National Bank, told why “Things 
Don’t Just Happen.” He warned fellow 


Unique group meeting, California Bankers Association, features prominent bank leaders as speakers 


At evening session, left to right: W.H. Thomson, 
president, The Anglo California National Bank of San 
Francisco; A. C. Hughes, president, Monterey County 
Trust & Savings Bank, Salinas, and president, ~ As R 
California Bankers Association; Carl F. Wente, senior 

vice-president, Bank of America, San Francisco 











Afternoon session speakers, left to right: K.L. Kwong, president, Bank 

of Canton; F. L. Lipman, chairman of the board, Wells Fargo Bank & 

Union Trust Company; J. J. Hunter, president, The Bank of California, 

N . D. Brigham, vice-president, The Anglo California National 
Bank; all of San Francisco 
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In writing to advertisers please mention The Burroughs Clearing House 


once a year, preferably semiannually, and 
that Exhibit “‘C’”’ be filled out monthly 
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Before coming East, Mr. Peterson was a 
country banker at Cherokee and Okmulgee, 


4 e e 


Clarification of Termination 


While war credits are being negotiated 
under both the “V” and ““VT” forms, there 
is a rather general view that much activity 
in this regard is awaiting clarification by 
Congressional action of some of the points 
in dispute in the settlement of war con- 


As one stumbling block there is said to 
be a difference of opinion concerning the 
legality of Government guarantees of loans 
or commitments by banks to finance re- 
lease of working capital after cancellation 
Some lawyers contend that 
post-war borrowing under existing credits 
will be lawful only if at least some money 
is used now for war production purposes. 
Federal Reserve banks have interpreted 
the terms of the “VT” loan to mean that 
at least a part of the funds provided under 
it should be available to the contractor for 
financing war production as well as for 
financing termination settlement. This 
avoids any question as to the power to 
guarantee a loan to be made available 


The view is held in some quarters that if 
prompt settlements of terminated war con- 
tracts were made mandatory by Con- 
gressional enactments, there would be less 
need for “VT” loans and most contractors 
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while the contractor is an active borrower. primarily in short-term Government obliga- 
_ The form is said to have been devised by _ tions, arein a position to extend their maturi- 
Joseph M. Connell, of the credit depart- ties and, thus, to increase their earnings. 
ment, City National Bank and Trust Com- 
pany, Chicago. It is carried in stock by 
Cadwallader & Johnson, Chicago, as num- 
ber C111. Banks using a side binder should 
specify C111 H and those using a top 
binder C111 T. — 
ir, FINANCING 
Sees Post-War Opportunity WAR PRODUCTION 
for Small Banks 
Optimism rather than pessimism con- 
cerning the future outlook for the small ; Lali hs : 
bank was expressed recently by F. Ray- Located in America’s armament center, this bank is 
mond Peterson, president of the national especially equipped to deal with financial problems 
bank division of the American Bankers ets 
Association and president of the First arising from war production. 
National Bank, Paterson, New Jersey. , 
As one solution, Mr. Peterson believes Pledged, as we are, to do all in our power to further 
that is the post-war period the pen Seek the prosecution of the war, we have set up a War Loan 
will boost its income through consumer sie oh . 2 
© credit, personal loans and home financing Division, experienced in the analysis of war contracts 
2 } . 7 “J ge 7 . 
, 2 ee ee vee, oe ae eee and familiar with the requirements of the armed serv- 


increased revenue from service charges as 
more customers use checking facilities. 

As to the concern of the small bank over 
the stability of their war-swollen deposits, 
Mr. Peterson expresses the belief that the 
post-war volume of deposits of each bank 
is bound to be substantially larger than 
before the war. “A real reduction in the 
total volume of deposits can take place 
only when the Government begins to retire 
public debt, particularly that portion which 
is held by banks,” Mr. Peterson asserts. 
He also does not believe that small banks 
will lose deposits to any major degree from 
criss-crossing of funds immediately after 
the war. From that he draws the conclu- 
sion that many of the small banks which, 
out of fear of loss of all new deposits 
created during the war, have invested 




















ices and other governmental agencies. 


We offer our services not only to local companies in 
need of war productidn loans but also to our corre- 
spondents throughout the country whose transactions 
with Detroit war industries can be expedited by our 
special and direct attention to their needs. 


NATIONAL BANK OF DETROIT 
Complete Banking and Trust Service 
DETROIT, MICHIGAN 
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would be satisfied with a “V” credit. 

In this connection, it is interesting to 
note that the $125,000,000 credit arranged 
by The Sperry Corporation provides for a 
““V” loan instead of a “VT” loan, yet it is 
expected that the credit will finance all the 
company’s eventual contract terminations, 
as well as its war production. It is under- 








Experience 
Service 
Cooperation 


Manned by officials with years 
of experience, our Correspon- 
dent Bank Division renders a 
complete service, conducted in 
an intimate and personalized 
manner. 















The guiding policy is one of 
cooperation in all matters of 
mutual interest. 
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Annual Christmas Party, The First National Bank, Fort Worth, Texas 


stood that the protection in cases of termi- 
nated contracts is provided through clauses 
in the loan agreement which will enable the 
Sperry company to borrow against its 
inventories after terminations, if desired. 

Despite the fact that some contractors 
are said to be awaiting certain clarifications, 
a number of new “VT” loans have been 
completed. A notable example is the 
$25,000,000 credit arranged by the Cater- 
pillar Tractor Co. with thirteen of its 
depository banks, The First National Bank 
of Chicago acting as agent bank. 

Other participating banks are the Harris 
Trust & Savings Bank of Chicago; The 
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Chase National and National City Banks 
in New York; the First National in St. 
Louis; Northwestern National of Minne- 
apolis; Commercial Merchants, First Na- 
tional, and Central National Banks of 
Peoria; Security-First National of Los 
Angeles; and The Bank of California, Wells- 
Fargo Bank, and American Trust Com- 
pany, of San Francisco. 
* + o 


Bank Plays ‘‘Santa’’ to 
Homeless Kiddies 


For the past eight years, the First Na- 
tional Bank of Fort Worth, Texas, has held 
a Christmas Party for the children of the 
““Lena Pope Home.” 

The lobby of the bank is decorated with a 
large tree in the center. This is done ahead 
of the party and serves for the holiday 
season decoration. On Christmas Eve, the 
entire population of the ““Lena Pope Home” 
come to the bank. Presents furnished by 
the bank are placed around the large tree, 
and there is a present for each youngster 
and grown-up. The bank also provides 
fruit, candy and nuts. 

The bank’s official family attends the 
party each year and one of the family acts 
as Santa Claus. 

The party idea came into being when one 
year Mrs. Lena Pope was in the bank at 
holiday time and chanced to remark, “My, 
but I wish my children could see and enjoy 
these beautiful decorations.” That was all 
that was said. Bank officials made ar- 
rangements and on Christmas Eve the 
children were there, and to their surprise, 
complete plans had been made for a full 
scale Christmas party, with individual 
gifts wrapped in holiday paper for each 
child. 

The “Lena Pope Home” is a refuge for 
homeless children. Mrs. Elizabeth Pass- 
more, secretary for Mrs. Pope, said this 
about the bank and what they were doing 
each year for these homeless children: 
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Tats JANUARY ushers in the sixtieth year of 
the first company chartered in the United States 
devoted solely to the business of suretyship— 
American Surety Company of New York. 
While this period represents barely the span 
of an ordinary lifetime—a short time as 
insurance history goes— it covers virtually the 


entire chronology of corporate surety bond 





Head Office: Toronto 


The Service of the American ss 
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writing in this country, From time to time 
American Surety Company added other lines, 
including general casualty, and in 1929 
acquired New York Casualty Company. 
American Surety’s record of pioneering, 
coinciding with the period of greatest national 


economic growth, makes the year 1944 a real 


milestone of progress in insurance. 
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“If only you could see the recent Greer 
Garson movie, ‘Blossoms In the Dust,’ 
you would have a better idea of what it all 
means and what a wonderful thing the 
bank is doing for these little children. We 
have eighteen mothers and one hundred 


NO CO-MAKERS + 
and ninety kiddies at the home now and 
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STORAGE BOXES 





Just a few cents a year is all it will cost you 

to transfer the entire contents of a 24” file 

drawer into a Liberty Record Storage Box... 

and 25 years of specialized experience assures 

you that it is the right method for storing all 

your records. 
e You can start with 1 or a dozen boxes 


e May be stacked anywhere you have 
om or will fit shelving you already | 
ave 


® More than 79,000 satisfied users 


one hundred and fifty of our boys and girls 
are now serving their country in the armed 
services. 

*‘All of these one hundred and fifty will 
| remember this Christmas, no matter where 
| they are, the beautiful Christmas parties of 
e Neat, clean, efficient, and economical 


Write for descriptive circular with sizes other years at the First National Bank. 


and prices. We willinclude FREE Manual ¢ ° ° 
of Record Storage Practice. 


Liberty Boxes are sold by all leading stationers. 


BANKERS BOX COMPANY 


Established 1918 
Clark St 


A Reserve Refund Plan 
For Personal Loans 


An interesting account of his bank’s 


536 South experience with making personal loans 


Chicago, tll 








JUDGMENT of new issues, preliminary to purchase and sub- 

sequent recommendation to clients, is the responsibility cf 

our Corporation and Municipal Buying Departments. The 

training and experience of members of these divisions is 
suggested by their service records with this organization. 

The average period of service of almost two-thirds of the 
personnel of these divisions is 234 years and that of the y 
entire group over 19 years. 


LA SALLE STREET - NEW YORK, 35 WALL STREET 
AND OTHER PRINCIPAL CITIES 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 S. 
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Refund plan works well on single-name personal loans 


without requiring co-makers or collateral 
comes from R. Page French, executive vice- 
president of the Southern Bank and Trust 
Company, Richmond, Virginia. The plan 
embodies a reserve fund out of which losses 
are reimbursed and the balance refunded 
to borrowers—an idea that is not entirely 
new but which has not been widely 
tried as yet. 

After years of experience with co-maker 
loans, the bank found that more and more 
good customers began inquiring whether 
they could not obtain credit without being 
embarrassed by asking friends to act as 
co-signers. These inquiries became so 
numerous that Southern Bank decided to 
make an exhaustive study of its loan port- 
folio, and this finally resulted in the setting 
up of a plan known as Reserve Refund 
Income Advances, advertised in abbrevi- 
ated form as “R. R. I. A.” loans. ‘““The 
plan was patterned after that used by 
the Marquette National Bank of Minne- 
apolis, Minneapolis, Minnesota,” states 
Mr. French. “Mr. Ralph W. Manuel, 
president of this institution, was most helpful 
in giving us their experience and other data 
relative to ‘Income Advances,’ although 
our plan in many respects differs from theirs. 

“Realizing that losses would be mini- 
mized if the unit loan was restricted, we 
established a maximum loan of $750 under 
this plan. We also gave consideration to 
the amount that should be loaned to each 
customer, based on a percentage of his 
income, as well as a percentage of his total 
debts, including our loan, to total yearly 
income, and we laid down certain definite 
rules to govern. 

*“*As this plan was designed to attract the 
preferred risk we felt that it should have a 
preferred rate. Consequently, we deviated 
from our usual rate of $6 per $100 per 
annum on co-maker loans and reduced the 
rate to $5 per $100, figured on the whole 
sum borrowed for the period over which the 
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Pupuic NATIONAL BANK 


AND [RUST GOMPANY 
ef NewYork, 


Another leading bank 
using 


Hammermill Safety 


We are proud that checks of 
The Public National Bank and 
Trust Company of New York are 
printed on Hammermill Safety. 
This is one of the many distin- 
guished banking institutions 
which it is our privilege to serve. 


The check shown at right is on 
The main office of The Public 


Straight Line Hammermill Safety National Bank and Trust Company of 
New York at 37 Broad Street, 
with the surface seal of The Public New York City. 





National Bank and Trust Co. ie ; na ‘ Nanos BANK aNpTRUST 5 








MANUFACTURED BY HAMMERMILL PAPER COMPANY, ERIE, 
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ERE’S a business standby that filing 
clerks swear by. So ABC simple—so 
practical—even the newest employee can 
use it like a vet. The “‘Safeguard”’ filing sys- 
tem makes it easy to locate names and pro- 
vides ample room for expansion. For real 
teamwork combine it with Globe-Wernicke 
wood files—a combination that gives the ut- 
most in filing speed, accuracy and simplicity! 
Globe-Wernicke is the nation’s outstand- 
ing manufacturer of functional office furni- 
ture and equipment. Call your Globe- 
Wernicke dealer the next time you need 
Visible Record Systems, Office Furniture, 
Bookcases, Stationers’ Goods. 


Globe“Wernicke 
“SAFEGUARD” System 


CINCINNATI, OHIO 
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loan deposits were spread. In addition, 
each loan is insured at a cost to the bor- 
rower of 1 per, cent per annum of the 
amount of the loan, which pays the balance 
due in the event of death. 

“Even though it is our firm belief that 
people intend to pay their just debts, in 
lieu of co-makers or collateral there are 
certain contingencies that must be provided 
for, such as loss of job, prolonged illness, 
and a score of unpredictable circumstances. 
To provide for such contingencies each 
borrower contributes to a Reserve Fund 
an amount‘ equal to 3 per cent per annum 
($3 per $100) of his loan. 

“The borrower is given to understand 
that the bank does not retain any of this 
Reserve, and that it is used to pay the 
borrower’s pro rata share of losses on this 
class of loans, and the remainder, if any, is 
refunded to the borrower upon payment 
of his note in full; hence ‘Réserve Refund.’ 

“The borrower is told since it is impos- 
sible to tell in advance’ whether or not 
there will be any losses, the bank cannot, 
therefore, guarantee any refund, but based 
upon experience of similar loans during 
past years, the bank believes a substantial 
portion of the Reserve Refund will be 
refunded to him. 

“So much for the plan—now for the 
experience. 

“This plan was introduced to the public 
on April 8, 1941. To date, November 17, 
1943, we have made 2,997 R. R. I. A. 
loans totaling $572,930.90, under abnormal 
conditions, restricted credit, Regulation W 
and inflated incomes. Furthermore, even 
with all of these handicaps the plan has 
grown in popularity, volume being on the 
increase. 

“We have refunded $7,890.06 to the 
borrowers on loans paid in full, which 
represents a low of 50.5 per cent and a high 
of 83.4 per cent of each $3 of reserve set 


up. The average refund of reserve on all 
loans paid in full to October 31, 1943, is 
75.7 per cent; in other words, for every 
$3 of reserve set up the average refund 
has been $2.27, or an average cost to the 
borrower for each $100 borrowed, viz.: 
Interest for one year $5.00 
Insurance for one year 1.00 
Reserve absorbed for losses _.73 


Total Cost $6.73 includ- 
ing insurance for each $100 borrowed. 

“‘We believe our experience would have 
been even better if it had not been for 
some losses sustained due to the unexpected 
entry of some of our borrowers into the 
armed service of our country. 

“The refund of reserve is made by a 
check especially designed for that purpose, 
accompanied by letter thanking the cus- 
tomer for the opportunity afforded us to 
be of service and suggesting that he 
recommend the plan to others. 

“It has been our pleasure to note that 
many new customers have been attracted 
to the bank through this type of loan and 
we have received numerous letters from 
borrowers, commending the plan and 
expressing their amazement at the amount 
of the refund.” 

. Sf A 





Promotion Idea for 
Fourth War Loan 


A promotion idea which may be timely 
for other banks in view of the Fourth War 
Loan was embodied in a lobby display at 
The American National Bank of Kalama- 
zoo, Kalamazoo, Michigan. 

This display showed what money in- 
vested in war bonds would buy in the form 
of emergency field rations for members of 
the armed forces. Material for the exhibit 
was obtained by Col. Dunlap C. Clark, 


An unusual war bond promotion display by a Kalamazoo, Michigan, bank 
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chairman of the board of the bank, from 
the Quartermasters Corps in Washington. 
There was added local appeal in that 
thousands of the ration cartons are being 
manufactured daily by a Kalamazoo paper 
company. 

It developed that few civilians had much 
prior knowledge about how American 
troops are fed when away from their bases, 
and the exhibit aroused keen interest. The 
general agreement was that it was con- 
siderably easier to buy bonds to purchase 
the field rations for men in service than it 
would be to eat the same rations under 
combat conditions. 


¢ ¢ ¢ 


Some Ideas on Handling 
Bank Taxes 


Six common errors by banks in handling 
their tax problems were cited by Joseph T. 
Reisler, vice-president of the Manufac- 
turers Trust Company, New York, in 
speaking to Michigan bankers recently. 
“Too many banks in the $2 to $20 million 
class have suffered an unwarranted loss of 
income by passing much too lightly over 
the tax question,” Mr. Reisler declared, 
and he listed these as typical mistakes: 

1. Banks holding fully taxable issues 
while being subject to excess profits tax. 

2. The reverse—holding low-yield par- 
tially tax-exempts when a red figure for 
normal tax net income is reported. 

3. The use of bond losses to offset a 
10 per cent surtax in one year when it is 
evident that in the following year the bank 
will fall into the 40 per cent or 53 per cent 
tax bracket. 

4. Failure to use capital losses as an 
offset to gains. 

5. Wholesale liquidation of low-grade 
holdings in one year without regard to the 
value of these losses for tax purposes in 
subsequent years. 

6. Dependence upon 1942 actual results 
as an estimate for 1943 and 1944—which 
makes no allowance for growth in deposits 
and earnings in subsequent years or the 
exhaustion of charge-offs. 


* @ 


A. I. B. Seminar Program 
in Boston 


Each year, the Boston chapter of the 
American Institute of Banking is able to 
arrange an outstanding series of speakers 
for its Seminar program, which consists of 
a number of meetings spaced out over a 
period of several months. 

This year, the program maintains its 
usual high caliber. On January 11, L. 
‘Sumner Pruyne, vice-president, The First 
National Bank of Boston, will discuss ‘“The 
Government Bond Portfolio.”” On January 
26, there will be a personnel panel discus- 
sion with Wilbur F. Lawson, vice-president 
and comptroller, The First National Bank 
of Boston, as moderator. Seven other 
meetings will be held over the balance of 
the winter and spring. 

It is the custom each year for officers and 
key men representing banks all over 
Massachusetts and Southern New Hamp- 
shire to attend these meetings. William 
G. Johnson; assistant cashier, Merchants 
National Bank, Boston, is chairman of the 
Seminar committee. 

















Coming FEwents 


Cast Their Shadows 


Before Them 


The pattern of the Post War World 
begins to appear in the day-to-day 
news from Washington, London 
and Moscow—a world with new 
borders, new national and inter- 
national responsibilities and new 
concepts of life, liberty, and the 
pursuit of happiness. 


For American business there will 
be larger opportunities, wider ho- 
rizons, and many new problems. 
The Philadelphia National is linked 
with great financial institutions at 
home and abroad, and when Peace 
returns will be able to offer to its 
customers efficient and experienced 
world-wide service. 


--- LHE... 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


-PHILADELPHIA, PA. 


Resources over $750,000,000 


MEMBER OF FEDERAL DEPOSIT (INSURANCE CORPORATION 
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TAXATION---One of America’s 


Biggest Industries! 





















With an estimated volume of some 27 billion dollars 
for 1943, taxation takes a top place in the ranks of 
American “big business.” No other economic activity 
touches so intimately the lives and fortunes of us all. 


Accordingly nowhere else is prompt, accurate, 
and continuing information about new 
developments so important to the effective 
4 conduct of corporate and personal business 
affairs as in the field of federal and state taxation. 
It is here that the dependable CCH loose leaf 
tax and business law reporting Services play their 
essential parts. 


There is a CCH loose leaf Service for every 
live and important phase of tax and 
business law. May we send details? 
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(Obviously no attempt has been made here to pic- J 
ture the various lines in their true proportions.) 


COMMERCE) CLEARING; HOUSE, ING,, 
PUBLISHERS OF LOOSE LEAF LAW REPORTING SERVICES 


NEW YORK 1 CHICAGO 1 
EMPIRE STATE BLOG. 214 N. MICHIGAN AVE. 





WASHINGTON 4 
MUNSEY BLDG. 
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An estimate for 1948 places our potential exports at $7 billion, our imports and payments at $10 billion 


POST-WAR PLANS AND PROSPECTS 











Foreign \RADE 


Analyzing the potential role of commercial banks 
and the government in our post-war overseas trade 


E did considerable post-war 

planning for foreign trade dur- 

ing World War I. It turned 
out to be, in the main, very bad 
planning. We lost a lot of money, and 
missed a chance to be the world’s 
financial center. We learned the hard 
way “how not to.” 

Or did we? 

Some of the current post-war pro- 
posals sound as though the lesson was 
not learned, or has been forgotten. 
More likely still, we do not recognize 
our old and discredited friend because 
he now emerges clean-shaven and wear- 
ing a zoot suit. The best way to 
judge current post-war foreign trade 


By 
WILBERT WARD 


Vice-president, The National City Bank of New 
York, New York, and President, Bankers 
Association for Foreign Trade 


proposals is to put them to a basic 
test. If we can agree upon a basic 
principle, the violation of which spoiled 
World War I plans, then we can assume 
that any present plan which violates 
that principle will also fail. 

The basic principle of foreign trade 
is that it is a trade. Trade must ulti- 


mately balance. We can give to the 
limit of our productivity; but we can 
trade no more than our purchasers can 
pay for out of what we buy from them, 
plus what we pay them for services — 
such as freight or foreign travel; plus 
what we give them in remittances to 
relatives and friends. The ability of 
the foreigner to pay for our goods can 
be further expanded by our loans or 
capital investments abroad, but this is 
true only if we are content to let the 
funds remain permanently abroad. 
Even then, we must deduct from the 
total available for payment for our 
goods, the sums we will expect to 
receive each year as interest or divi- 
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dends on our foreign investment. 

If you accept this basic principle, 
then it follows that the only post-war 
planning that will aid our export trade 
is that which will increase the supply 
of dollars in the hands of our would-be 
foreign purchasers. Any plan that will 
increase imports will do that. Any plan 
that will increase the sums we pay 
foreigners for services will do that. Any 
plan that will result in the increased 
use of foreign natural resources, any 
plan that will result in setting up 
branch works overseas, will do that. 
But a scheme to create facilities to 
finance exports which will stimulate 
them to reach a volume exceeding the 
dollars available to foreigners for 
payment, well, we tried that after 
World War I. 


"THE National City Bank of New York 


took the lead in providing facili- 
ties for financing foreign trade per- 
mitted by the passage of the Federal 
Reserve Act, by opening a branch in 
Buenos Aires in 1914, rapidly followed 
by other branches throughout the 
Caribbean, Central and South America, 
Europe, and the Far East. With the 
exception of the First National Bank 
of Boston, which established itself in 
Buenos Aires to serve the New England 
wool and hide industries, and in Ha- 
vana for the use of Boston sugar 
interests, the bankers outside New 
York elected to follow the course of 
the other New York banks and estab- 
lish their contacts either by building 
up correspondent relationships with 
foreign banks, or by becoming stock- 
holders in corporations especially or- 
ganized to facilitate foreign trade. 
Some of you may recall the Mercantile 
Bank of the Americas, Inc., The 
American Foreign Banking Corpora- 
tion, the Asia Banking Corporation, 
The Park-Union Foreign Banking Cor- 
poration, The Foreign Credit Corpora- 
tion, and similar organizations whose 
combined capitalization exceeded $25,- 
000,000. 

The oldest of these new banking 
adjuncts to foreign trade had not yet 
completed its fifth business year, and 
the youngest was scarcely functioning 
when, later, in 1920, there developed, 
partially as the result of such intense 
concentration on the creation of credit 
facilities, rather than on the proper 
appraisal of the risks involved, a very 
severe deflation and collapse of com- 
modity prices. This collapse was 
world-wide, but fell with especial 
force on the raw material markets 
from which our importers were drawing 
our supplies, and to which in turn our 
exporters were selling manufactured 
goods. The resulting stagnation of 
trade left large stocks of goods, raw 
and manufactured, in the hands of 
our merchants. Inability to liquidate 
loans tied up the cash resources of these 
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Latin-American countries will not lack ‘‘means of repayment’’ 


banks and left them without liquid 
funds with which to extend new credits. 
As is always the case, there were those 
who proposed to cure the patient with 
a further bite of the snake that bit 
him. Congress was importuned to 
furnish still further credit facilities, 
and complacently obliged by adding 
to the Federal Reserve Act, Section 
25-A, popularly known as the Edge 
Law, which authorized the creation of 
banking corporations authorized to do 
a foreign banking business, and to 
obtain funds with which to finance 
trade either by creating acceptances, 
or by issuing debentures. Thereupon, 
the American Bankers Association set 
up a committee to plan for the organ- 
ization, under the provisions of this 
law, of a $100 million corporation to 
be known as the Foreign Trade Financ- 
ing Corporation. The committee set 
energetically about its work, and it 
succeeded in obtaining subscriptions 
for a quarter of the amount deemed 
necessary by the time that a more 
proper appreciation of the economic 
situation had manifested itself, and it 
was realized that the period of inevita- 
ble, if painful, deflation was at hand. 
This project was thereupon abandoned, 
but two similar Edge Law banks were 
established; in New York, the First 
Federal Foreign Banking Corporation, 
and in New Orleans, the Federal Inter- 
national Banking Corporation; the 
latter intended to serve as a clearing 
house for all the foreign trade financing 


of the south, with 1,400 stockholders, 
including the leading banks of the 
southern states. 

Where are they now, these once 
familiar names? Some were liquidated, 
others absorbed by the foreign depart- 
ments or branch bank organizations 
of our state and national banks. It is 
safe to say that much more than the 
$25,000,000 capital of these banks was 
lost in the painful process of learning 
“*how not to.” Certainly we had the 
wrong answer to what was needed for 
post-war trade after World War I. 

So did the United Kingdom. Dur- 


ing this period, a parallel activity was 


being carried on across the Atlantic. 
Immediately following the Armistice, 
the British Government and British 
bankers embarked upon far-reaching 
and comprehensive plans for the 
restoration and extension of the foreign 
trade of the United Kingdom. To any 
of you who may be interested in their 
history, I recommend Trade Informa- 
tion Bulletin No. 99 published August 
21, 1923, by our Bureau of Foreign & 
Domestic Commerce. In this bulletin, 
Mr. Leland Rex Robinson, American 
Trade Commissioner in London, de- 
tailed the foreign credit facilities thus 
created in the United Kingdom. Like 
our own, they had imposing names, 
The British Overseas Bank, the British 
Trade Corporation, The British Bank 
for Foreign Trade, The British Italian 
Corporation, are typical examples. 

Of the score or more of such under- 








THE BURROUGHS CLEARING HOUSE—Janvary, 1944 














Approach to Post-War Foreign Trade 


A Basic Principle—The basic principle of foreign trade is that it is a trade. 
Trade must ultimately balance. 


Past Experience—We had the wrong answer to what was needed for post-war 
trade after World WarI. So did the United Kingdom. There is no point to creating 
credit facilities that outrun good credit risks. 


Post-War Prospects—With dollar exchange accumulating, in some parts of 
the world to an inflationary extent; with our prospective visible export and import 
trade near a balance, and any gap more than bridged by our payments for services 
and capital investments abroad; the over-all picture is certainly not one of a world 
with empty pockets, gazing hungrily into our show windows. 

Bank Financing—There is nothing in sight to indicate that the situation of 
extreme ease of commercial credit will alter post-war to an extent which would 


impair the ability of commercial banks to finance all the import and export trade 
that may offer itself. 


Stabilization Plan—There is beginning to crystallize the conviction that an 
international institution is desirable, as a consultative body, with respect to both the 
fixing, and the alteration, of rates, with facilities for the extension of credits, both to 
avoid an alteration of rate where, because the problem is temporary, seasonal, or 
emergency in character, provision for early liquidation may be made, and to cushion 
the shock when alteration is the wiser course. Unquestionably this conviction will 
deepen if assurance is forthcoming that the institution will be a modest one. 


World Bank—Is it not possible that this need might be met by enlarging the 
scope of our Export-Import Bank? ‘‘The danger to be guarded against is that 
excessive government lending will drive out the private enterprise which is the best 
hope for continuing progress.”’ 


Role of Government—If we can produce more domestic goods; keep our men 
at work; increase our national income; decrease our government debts and increase 
the proportion of that income which may remain in the hands of the man who earns 
it, so that we can think in terms of foreign goods and foreign travel, we shall have 
made the largest possible progress toward the retention and development of our 





foreign trade. 




















A summary of some of the important points in Mr. Ward's article 


takings that had their inception in that 
period, the most ambitious was the 
British Trade Corporation, organized 
by Royal Charter in 1917 to carry out 
the recommendations of a committee 
of the Board of Trade. It was capi- 
talized at £2,000,000. It shortly be- 
came heavily interested in a number 
of affiliates, with equally imposing 
names: Anglo Brazilian Commercial 





WILBERT WARD 


Warns against unwise use of credit 
in foreign trade financing 


Banking Co., The Trade Indemnity 
Company, the National Bank of 
Turkey, the Inter-Allied Trade and 
Banking Corporation, and so on. By 
1922 most of these ventures had run 
into heavy weather, and the capital of 
the parent corporation was halved. 
In 1926 it was taken over by the 
Anglo-International Bank, which by 
1939 had an accumulated revenue 
deficit of £582,000. It is now under 
the management of the British Over- 
seas Bank, Ltd., which itself was, in 
1940, tided over difficulties by a 
£2,200,000 consortium. 

I have dealt at some length on our 
record, and that of the United King- 
dom, in establishing new credit insti- 
tutions for post-war No. 1, because 
they seem pertinent to current pro- 
posals for new banking institutions for 
reconstruction and development. On 
both sides of the Atlantic they dissi- 
pated their capital, and made no 
important contribution toward achiev- 
ing the objectives outlined in their 
prospectuses. What reason is there to 
believe that present-day plans will 
have better success? 

My belief is that there is none. 
There is no point to creating credit 


facilities that outrun good credit risks. 


When I say that, I do not mean that I 
perceive no possibility of changing 
some of the conditions. that militated 
against the success of the efforts of the 
twenties. I hope that there will be 
many changes. But I believe that 
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those changes will sufficiently enlarge 
the field in which already existing 
credit institutions can operate to en- 
able them to handle all good risks that 
offer themselves for financing. 

In so saying, have I prophesied a 
narrow post-war export field for us? 
I think not. On the contrary, there 
seems to be a reasonable prospect of 
selling a much greater volume of goods, 
post-war, “‘with expectation of repay- 
ment.” 


‘THE twenty American Republics are 
good customers for our merchan- 
dise. As a result of our greatly in- 
creased reliance on these countries as 
sources of raw materials, in conjunc- 
tion with substantial military expendi- 
tures, loans, and investments, at a 
time when our exports are curtailed 
because of lack of shipping and short 
supply of goods, their gold and foreign 
exchange reserves have piled up to an 
extent that has given cause for con- 
cern because of their inflationary 
character. Combined gold and foreign 
exchange balances of Latin-American 
central banks and governments are 
approaching $2 billion. This trend is 
likely to continue until the end of the 
war. Obviously, the Latin-American 
Republics possess an abundance of 
exchange with which to make up goods 
shortages, as the goods and shipping 
become obtainable. Any of you who 
are interested in the figures upon which 
this statement rests, are referred to the 
October Economic Bulletin of The 
National City Bank of New York. 
What about the rest of the world? 
Dr. E. M. Bernstein, Assistant Direc- 
tor of Monetary Research of the 
Department of the Treasury, stated in 
the course of a talk on Monetary 
Stabilization at the recent National 
Foreign Trade Convention, that the 
balances of gold and dollar exchange 
held by other countries today exceed 
those at the beginning of the war by 
about $2 billion. Many factors have 
contributed to that rise. Scandinavian, 
Dutch and Greek tonnage has been 
employed by the United Nations since 
their countries were invaded, and the 
freight money has been accumulating 
to their credit here and in London. 
The entry of our armed forces into 
subjugated areas involves immense 
local expenditures, and rapidly builds 
up a supply of dollar exchange. When 
the resumption of commercial trade 
with liberated areas is permitted, our 
purchases and our remittances to 
relatives and friends will augment -the 
supply. I‘am not trying to persuade 
you that all of our overseas customers 
can pay cash on the barrel-head for 
their post-war purchases. The holdings 
of some countries are far short of pre- 
war. Particularly the United Nations, 
good peacetime customers, have long 
See FOREIGN TRADE—Page 32 
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A $150,000,000 


CiouNTRY BANK 


N view of the American Trust Com- 
i pany’s record of successful oper- 

ation over the past forty-two and 
one-half years, I have been asked to 
outline some of the bank’s policies 
which may have been responsible. 
Our bank has not missed or reduced a 
dividend for forty-one years, since we 
paid our first dividend of 6 per cent at 
the end of the first eighteen months of 
operation. Also, we are said to be the 
largest individual or unit bank in any 
city with a population of 110,000 or 
less. However, in attempting to 
delineate any certain set of policies or 
programs within the bank which may 
have been primarily responsible for 
our progress, I seemed to strike a snag. 

Analyzing this difficulty, it seemed 
to spring from the fact that it is hard 
to reduce our plan of operation down 
to any rigid pattern. We tend to avoid 
operating by fixed formulas, having a 
more flexible, informal type of manage- 
ment which may be one result of an 
experienced, closely-knit organization 
operating under one roof. As one of 
our officers has expressed it, there are 


By 
W. H. WOOD 


Chairman of the Board, American Trust Company, 
Charlotte, North Carolina 


Mr. Wood's institution has had a remarkable record 
of earnings and growth, but its most distinguishing 
feature is that it is still like a country bank on 


a large scale. 


The simple, flexible, informal type 


of management cuts red tape, keeps a friendly touch 


not many forms in quadruplicate cir- 
culating through the bank; in other 
words, there is a lack of red tape. 
Authority tends to be centered on 
individuals rather than committees, 
further simplifying decisions. At any 
rate, it is hard to crystallize our method 
of operating into set patterns for 
descriptive purposes. 

Then it occurred to me that if there 


is any one thing that distinguishes our 
institution, it is this very fact that we 
are somewhat like a country bank on 
a larger scale. It is the informal, 
friendly touch that we have been able 
to maintain, not only with customers 
but also among ourselves. This is most 
often commented upon by our patrons, 
who remark about the feeling of “being 
at home”’ in our institution. It all goes 


Loans are quickly passed upon by officers personally acquainted with customers, instead of by a loan committee 
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American Trust Company has splendid ‘‘big bank“ quarters, but “‘little bank“ friendly informality 


back to our informal type of organiza- 
tion, which has resisted overspecializa- 
tion and segregation according to rigid 
departmental lines. Just as one small 
example, which may or may not be 
appropriate, if an officer of the bank 
goes out on a trip, he is not required to 
submit a detailed, itemized report upon 
his return. He simply relates to the 
management whatever information he 


believes to be of genuine value or im- 
portance. Furthermore, officers are 
not “‘assigned’”’ certain accounts or 
areas, but customers are invariably 
served by friends who know them per- 
sonally—as likely as not, by Mr. 
Hemby, who is our president, or my- 
self, or some other officer. The same 
type of congeniality prevails in our 
employee relations, about which more 


Mr. Wood, left, and T. E. Hemby, president, a close-working team 


will be said later on, and this in turn 
is reflected in staff dealings with 
customers. 

Some of the individual factors which 
I think have had a bearing on our 
progress are rather intangible and hard 
to put into words. For example, one 
of our main advantages has been the 
exceptionally high caliber of accounts 
we have been able to attract, but I do 
not know of any ready-made formula 
by which this can be accomplished. It 
has resulted from many years of satis- 
factory dealings, from friendly rela- 
tionships built up over long periods, 
and from friends recommending us to 
other very desirable customers. As 
far as I know, there is no short-cut to 
the development of a volume of 
profitable individual corporation and 
correspondent accounts. About the 
only formula I know has for its 
ingredients efficient service and fair 
dealings at all times. Which may be 
considered too intangible a recipe to 
be of any value. 


NOTHER factor that I believe has 

been of incalculable importance over 
the years is that our bank is and always 
has been democratic in its ownership. 
No one person or group of persons has 
ever owned control. We have 376 
stockholders, the par value of our stock 
being $100 a share, with 12,000 shares 
outstanding, or a total of $1,200,000. 
The average holding of each stock- 
holder is about 32 shares. Our capital 
stock has remained the same since 











View of the modern trust department. 
the large insurance department, across the aisle 


1920, but our surplus has been built 
up to $3,000,000 and undivided profits 
to $1,065,110, and unimpaired reserve 
to $1,000,000. The bank has been 
developed from its earliest days, start- 
ing with initial deposits of only $1,739.- 
77, by this single organization with the 
aid of our friends; that is, it has never 
been enlarged by consolidations or the 
taking over of other banks or by open- 
ing branches. This has helped to 
make for a well-integrated staff, and 
has probably been partly responsible 
for our informal type of organization. 

Of course, some of the factors back 
of the bank’s progress are somewhat 
less nebulous. One of these factors is 
that, comparatively speaking, we oper- 
ate with a low overhead expense. 

This is borne out by a comparison 
with other banks in the Fifth Federal 
Reserve District. In 1942, all banks 
in this district had a ratio of total 
expenses to total assets of 2.2 per cent, 
whereas the ratio for American Trust 
Company was 1 per cent. 

There is no mystery about this 
low overhead. Our operation is all 
centralized under one roof, making 
many economies possible. Further- 
more, many of our accounts are of 
considerable size, and while they in- 
volve considerable activity, they are 
comparatively economical to service. 
Furthermore, I believe our simplified 
type of organization, in which red tape 
is held to a minimum, has an important 
bearing on our expenses. 

Our comparatively low overhead 
cannot be traced to undue economy in 
the matter of salaries and wages. One 
of our main philosophies of bank man- 
agement is that a great deal of the 
success of any bank comes from the 
loyalty and interest of its personnel, 
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More typical of a “country bank” is 


and if any single phase of our bank’s 
specific operations might be singled 
out for special emphasis, it would be 
our employee relations policy. 

We believe adequate compensation 
is an essential element in building up 
employee esprit de corps. Our officers 
and employees are well paid. In addi- 
tion, since 1936, we have had in effect 
an added compensation arrangement, 
based on earnings above a set figure, 
which has worked out very satisfac- 
torily and resulted in extra payments 
to officers and employees. 

Adequate recompense is merely one 
phase of our employee relations pro- 
gram, however. Our physical quar- 
ters, the conditions under which our 
staff works, are the finest we know how 
to provide. Throughout the entire 


bank, in operating as well as in officer 
quarters, our employees work in air 
conditioned comfort, in sound-proofed 
quiet, under highly developed fluores- 
cent lighting. 

Even this is only a partial answer in 
maintaining staff efficiency and har- 
monious employee relations. It is our 
settled policy to make promotions 
within the ranks of our own organiza- 
tion. Mr. Hemby, our president, 
started as a runner with the bank in 
1906. The experience of most of our 
officers has been similar. 


[N virtually every phase of the 

bank’s operations we find evidence of 
our “‘country bank” organization, and 
our personnel activity is no exception. 
It is typical that we do not have any 
formal personnel director, as such, nor 
any full-fledged personnel department. 
Supervision is diversified and is han- 
dled by several officers. Since the war, 
we have found it advisable to use more 
key men supervising several depart- 
ments, to keep questions of a minor 
nature from reaching operating officials. 

While we do not have a formal per- 
sonnel department, we do have some 
well-defined personnel policies and pro- 
grams. In the case of new employees, 
we try to make the orientation gradual 
and place newcomers in the hands of 
older employees whom we feel will be 
congenial. Groups are rotated to 
avoid cliques, however. In regard to 
women employees, we are of the 
opinion that they have contributed 
greatly to the friendly atmosphere 
within the bank. We do not advise 
them that employment is merely for 
the duration, for this is patently invit- 
ing a lack of interest and initiative, and 
we do not anticipate a great over- 
abundance of help after the war. 

The absence of a personnel director 

See A BIG COUNTRY BANK—Page 36 


The bank has no formal personnel department or director, but a very 
complete employee relations program 


Recreational clubhouse, deeded to employee corporation by the bank 
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By HENRY D. RALPH, Woshington Correspondent 


Question of Absorbing 
Exchange Fees 


Only Congress, it appears, can settle 
the controversy over the action of the 
Federal Reserve Board in prohibiting 
member banks from absorbing the 
exchange fees of correspondent banks 
which do not clear checks at par. 

The Board contends that such 
absorption constitutes payment of 
interest in violation of its Regulation 
Q. On the other hand, the Federal 
Deposit Insurance Corporation does 
not consider the absorption of exchange 
fees to be payment of interest. The 
result is that city banks which are not 
members of the Reserve System may 
continue to absorb exchange fees, or 
any portion of them, on accounts of 
country correspondent banks, and, 
thus, are potentially able to outbid 
member banks for this correspondent 
business. 

The House committee on banking 
and currency, which has traditionally 
supported legislation favorable to 
smaller banks, has been reviewing the 
entire situation. Reserve Board of- 
ficials have taken the position that the 
Banking Act of 1935 gives them no 
alternative but to prohibit the absorp- 
tion of exchange fees,- and since the 
FDIC interprets the same law in the 
opposite way it may be necessary for 
Congress to restate its intent. 

The Board maintains that it has no 
desire to injure the country banks, is 
not attempting to abolish non-par- 
clearance, and will prohibit absorption 
of exchange fees only in cases where 
this practice constitutes an inducement 
for the use of funds and, therefore, is 
the equivalent of paying interest on 
demand deposits. Board officials say 
that each case is considered on its 
merits, and that it might be possible 
to absorb exchange fees under condi- 
tions which would not constitute pay- 
ing interest, such as where the amount 
absorbed is less than the cost of collect- 








CHAIRMAN -ECCLES, Federal Reserve 
Board: ‘*Yes’’ 





CHAIRMAN CROWLEY, of the 
FDIC: ‘*No”’ 


Does absorption of exchange fees constitute payment of interest ? 


ing it. They admit, however, that 
generally speaking their new ruling 
makes it difficult, if not impossible, for 
any member bank to absorb an impor- 
tant amount of exchange fees of 
correspondent banks. The same would 
apply to any other inducement for the 
use of funds, but officials declare they 
have no intention of carrying this to 
absurd extremes such as prohibiting 
giving calendars or check books to 
customers. 

The Reserve Board’s Regulation Q 
and the FDIC’s Regulation 4 were 
adopted at the same time after con- 
sultation and are identical in their 
language prohibiting the payment of 
interest or anything of value for the 
use: of demand deposits. However, 
this language is rather indefinite and 
is little more than a restatement of the 
law because at the time the regulations 
were adopted the FDIC refused to go 


along with a Reserve Board proposal 
that absorption of exchange fees be 
specifically prohibited. 

What brought the issue to a head 
recently was a specific case brought to 
the Board’s attention in the routine 
examination of a mid-western bank. 
It was found that by absorbing ex- 
change fees over a period of years this 
bank had greatly increased its deposits 
from correspondent banks, far out of 
proportion to banks in a_ near-by 
Reserve City. In 1942 it absorbed 
$18,000 out of $25,000 of exchange 
charges, and in some cases the absorp- 
tions amounted to as much as 2 or 3 
per cent of the balances of individual 
correspondents. The Board considered 
this a “flagrant violation” of Regula- 
tion Q on the ground that the practice 
was used deliberately as a device to 
induce country banks to keep funds 
on deposit with this bank, and it pub- 
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Representative BRENT SPENCE, of Kentucky 


New chairman, House committee on banking and currency 


lished its decision as a warning to 
other banks. Subsequently, the Board 
notified local clearing houses that they 
could not absorb exchange charges 
where this constitutes an inducement 
for the use of funds regardless of 
whether or not all members of the 
clearing house agreed to the practice. 

These precedents published by the 
Reserve Board have aroused a storm 
of protest from country banks in non- 
par-clearance areas where exchange 
fees constitute an important source of 
bank income. Board officials take the 
position that their interpretation of 
the law will benefit the small banks in 
the long run. They argue that it is 
unsound for city banks to invite 
correspondents to keep large sums on 
deposit with them, and that the 
country banks can and should make 
good use of these funds themselves by 
investing in government securities, 
which is the main use to which the big 
banks put such funds currently. Point- 
ing out that country banks have the 
largest part of the nation’s excess 
reserves in proportion to the size of 
their deposits, they contend that the 
little banks should put their funds to 
work themselves rather than turning 
them over to city banks and depending 
for their income on the absorption of 
exchange fees. 

4 + wo 


Status of Campaign Against 
Subsidized Farm Credit 


The campaign of organized banking 
against subsidized farm credit has 
been given extended hearings before a 
committee of Congress, but so far 
there has been no positive indication 


that action will be taken to overhaul 
the system of government-sponsored 
lending organizations. 

The vehicle was a special subcom- 
mittee of the House committee on 
agriculture, headed by Representative 
Harold D. Cooley of North Carolina, 
which has been investigating the activi- 
ties of the Farm Security Administra- 
tion. Shortly before the holidays this 
group devoted several days of hearings 
to consideration of the Farm Credit 
Administration, particularly the Pro- 
duction Credit Corporations and their 
subsidiary Production Credit Associ- 
ations. Witnesses included Governor 
A. G. Black of FCA and Secretary of 
Agriculture Claude Wickard, President 
A. L. M. Wiggins of the American 
Bankers Association, and several indi- 
vidual bankers. 


The bankers contended that the 
PCA’s are engaging in unfair competi- 
tion with country banks, are subsidized 
by the government at considerable 
cost to the taxpayers, and should be 
made to stand on their own feet as 
independent co-operatives. Commit- 
tee members appeared to take the 
position that farmers at times may 
need credit beyond that available from 
their local country banks and that the 
government system of farm credit 
agencies should not be scrapped, but 
many of them indicated that it might 
be advisable to re-examine the system 
with a view to consolidating some of 
the agencies, restricting their activities, 
and putting them on a sounder finan- 
cial basis. 

Bankers do not object to farmer co- 
operatives for the purpose of extending 
credit to members, the committee was 
told, and country banks are quite 
willing to compete with them if there 
are no government subsidies. The 
subsidies complained of consist of free 
government capital, free examination 
and supervision services, and tax 
exemption. Bankers also complained 
that PCA’s often solicit business away 
from local banks, make loans for other 
than production purposes, advertise 
lower interest rates than actually are 
charged, and fail to charge off unsound 
loans on a proper banking basis. 

The Production Credit System has 
been operating for some ten years on 
capital of $120,000,000 supplied by 
the government and which should 
return to the Treasury interest of at 
least $3,000,000 annually. 

The program of the American 
Bankers Association calls for returning 
this capital over a period of years, and 
payment of interest on the balance 
meanwhile; requiring PCA’s to charge 
interest rates high enough to cover the 
cost of borrowed funds plus operating 
expenses and losses; liquidating hope- 
lessly uneconomic associations or con- 


The goal for individuals, in Fourth War Loan, is $5.5 billion 
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solidating them with others in a sound 
position; assessing PCA’s with the cost 
of supervision and examination and for 
promotional efforts by their parent 
PCC’s; and making the Production 
Credit System a true co-operative by 
placing its supervision in a _ non- 
partisan board. 

Bankers testifying before the Cooley 
committee recited many instances of 
what they considered unfair competi- 
tion from PCA’s, ranging from aggres- 
sive solicitation of bank customers to 
lax and unsafe lending practices. The 
government officials attempted to deny 
blanket allegations of this nature but 
admitted that some of the local 
associations might not be operating 
according to the best standards, and 
they told the committee that they 
would make a study of complaints. 

Mr. Wiggins asked the committee, 
or some agency of Congress, to make 
a thorough investigation of the entire 
farm credit system by sending its own 
investigators into the field rather than 
depending on complaints from bankers. 
The committee made no promises to 
this effect, but the facts brought out 
in these hearings undoubtedly will be 
followed up with further demands that 
Congress make a more detailed study 
of the farm credit situation. 


4 ° e 


New Head of Committee 
on Banking and Currency 


The new .chairman of the House 
committee on banking and currency is 
Representative Brent Spence of Ken- 
tucky, who as ranking Democratic 
member succeeds the late Representa- 
tive Henry B. Steagall of Alabama 
who died suddenly November 22 after 
serving as chairman of the committee 
for a decade. 

Representative Spence comes from 
the Fifth Congressional District of 
Kentucky, located in the populous 
north central region along the Ohio 
River, and makes his home in Fort 
Thomas. He was born in Newport, 
Ky., in 1874, and is a graduate of the 
Law School of the University of 
Cincinnati. In addition to a general 
law practice, he served as a State 
Senator for four years and as City 
Attorney of Newport for eight years. 
He was elected to Congress in 1930, 
and during his tenure on the banking 
and currency committee, has had a 
part in drafting the important banking 
legislation of the last dozen years. 


° ° 


Fourth War Loan and 
Treasury Financing Plans 
The pattern for financing the war 


for the next two or three years, if it 
lasts that long, will be fairly well 








A. L. M. WIGGINS, A. B. A. president, and A. G. BLACK, governor of the FCA, 
testify at recent farm credit hearings 


No positive indication of farm credit overhaul follows testimony 


shaped up by the end of the Fourth 
War Loan which runs from January 18 
to February 15. The drive has a goal 
of $14 billion. 

If this loan is as successful as 
expected the Treasury may be able to 
continue its borrowings by the same 
orthodox methods, with about three 
war loan drives per year. On the basis 
of present estimates this, plus interim 
sales of war savings bonds and offerings 
of government securities to banks and 
other institutional investors, should 
achieve the objective of paying about 
half the war costs by borrowing and 
the rest from revenue. 

Subject to constant revision due to 
the exigencies of war, estimates are 
that total government expenditures 
during the coming year will be con- 
siderably less than had been thought 
last summer. 

New features of the Fourth War 
Loan are something of a compromise 
with the contention from some quar- 
ters that sales of bonds to individuals 
should be kept entirely separate from 
sales to large investors. The Treasury 
hopes to raise $5.5 billion from indi- 
viduals, and until February 1 only 
sales to individuals will be recorded in 
reporting the progress of the drive, 
though sales of the $8.5 billion quota 
to large investors will be made through- 
out the entire period. As usual, com- 
mercial banks will not be permitted to 
purchase’any of the securities offered 
during the drive, and banks are asked 
not to make speculative loans for the 
purchase.of these securities. However, 
commercial banks with time deposits 
have been given a quota which they 
may. invest in certain bonds in order 
to put them partially on the same basis 
as mutual savings banks. 


To date the Treasury has been well 
pleased with the volume of sales of 
war bonds to individuals, though it 
will never be satisfied that this volume 
is high enough. It is somewhat con- 
cerned, however, with the volume of 
redemptions of bonds, and is hoping to 
discourage this trend. 

. * e 


Conference to Study 
Treasury Proposal 


Monetary experts of two-score na- 
tions are expected to gather soon to 
discuss two plans for post-war inter- 
national finance which have _ been 
drafted largely by the United States 
Treasury Department. 

One plan calls for the creation of a 
United Nations Bank for Reconstruc- 
tion and Development, the other for 
establishment of an International Stab- 
ilization Fund. The two were pro- 
posed separately by the Treasury 
months ago, and since then suggestions 
have been received from many coun- 
tries and the plans have been changed 
and redrafted a number of times. 
Neither plan has any official standing 
yet, and they will simply be presented 
for discussion by an international con- 
ference. ‘To go into effect the plans 
will have to be embodied in a treaty, 
ratified by a sufficient number of 
governments, and implemented by 
appropriations and other legislation 
by the signatory nations. 

lowever, the fact that more than 
thirty nations have already made 
suggestions about the proposals and 
have signified a willingness to send 
official delegates to a conference in the 
near future indicates that the general 
idea is being taken very seriously. 
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Financing Cotton 


IN CALIFORNIA 


INANCING the production and 

marketing of California cotton, the 

state’s second largest field crop in 
value, is an operation calling for an 
understanding of the factors involved 
in buying and selling that commodity 
in the world markets. Generally in- 
cluded in the process is a form of trade 
insurance, whereby the cotton farmer, 
cotton merchant or spinner can provide 
a “hedge”’ against possible loss through 
price fluctuations. Financing and 
marketing practices differ somewhat 
from those used in cotton-producing 
states in the South. 

Although cotton has only been 
grown extensively in California since 
1917, this crop is now important in 
both United States and world produc- 
tion. California cotton growing centers 
in the nine counties of the fertile San 
Joaquin Valley, plus additional acreage 
in Riverside, San Bernardino and 
Imperial counties. Planting starts at 
the end of March and harvesting runs 
from September 1 until Christmas or 
later. Due to state legislation, only 
one variety of cotton —the long staple 
Acala —may be grown commercially in 
California. It is held that planting of 
one high quality variety prevents the 
cotton from running out by cross 
pollenization and mixing of seeds at 
the gins, thus protecting the grower, 
the banks that finance the crop, and 
the buyer. The yield is extremely high, 
reaching an average of 863 lbs. an 
acre in Kern County in 1940. 

The peak average in California was 
reached in 1937 with 600,000 acres 
under cultivation. This year’s crop 
has been reduced to 287,000 acres, due 
to the Federal crop policy and labor 
shortages. While this year’s acreage is 
small as compared to previous years, 
the estimated yield of 360,000 bales, 
valued on the basis of present prices, 
is in excess of $38,000,000. In addi- 
tion, the seed will net approximately 
$7,500,000 more. 

Financing production of this magni- 
tude requires large loans to farmers for 
growing and harvesting. After the 
farmer sells his cotton the financing is 
done on a basis of price rather than 
production. Until the cotton is ginned 
and ready for shipment the money 
required to grow and harvest the crop 


By 
ROBERT E. DORTON 


Assistant Vice-president, Bank of America N. T. & S. A., 
San Francisco, California 


So many banks have some part in cotton financing 
that this step-by-step description of the process 
in California, both in its growing and marketing 


phases, should be of broad interest. 


Some of the 


practices differ from those used in other sectors 


is supplied by cotton companies, banks 
and other lending agencies in this 
state. Later while cotton is in the 
warehouse awaiting sale and delivery 
to mills, some eastern banks also par- 
ticipate in the financing. 

A substantial proportion of the 
production capital is provided both 
directly and indirectly by large com- 
mercial banks having headquarters 
either in San Francisco or Los Angeles. 
Production loans are also made di- 
rectly to the farmers by the 36 com- 
panies operating more than 100 gins 


Farmers borrow about 60% of requirements from such mills (in turn financed largely by 


and cottonseed oil mills in California, 
ranging from Calexico in the south to 
Stockton in the north. Farmers bor- 
row about 60 per cent of their require- 
ments from these companies; banks 
participate in direct loans about 25 
per cent; Production Credit Associ- 
ations (Government agencies) con- 
tribute the remaining 10 to 15 per 
cent. The commercial banks lend the 
ginning companies a substantial part 
of the funds required for this purpose, 
so that directly and indirectly banks 
provide a sizable proportion of all 
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Financing of the $45,000,000 California cotton crop requires large loans for growing and harvesting 


money necessary for growing and 
harvesting the crop. 

Crop production loans are, to a cer- 
tain degree, hazardous. But cotton 
may be grown with comparatively less 
risk than many other highly specialized 
and perishable crops in California. The 
warm, dry climate minimizes danger 
from pests, and with irrigation fruiting 
can be controlled to allow harvesting 
before winter rains and frost lower the 
grade. However, the bank must ap- 
praise carefully every loan application. 

A California farmer may be success- 


banks) and about ‘25% from banks direct 











ful in growing lettuce, beets, grapes 
and potatoes, but this offers no assur- 
ance that he can grow cotton profita- 
bly. The normal procedure in deter- 
mining whether a loan should be made 
is first to make a careful analysis of the 
borrower’s requirements, especially 
ability of the farmer to grow cotton 
profitably on his particular acreage. 
Close supervision by bank field men 
also is required during the growing 
and harvesting season. 

Granting of cotton production loans 
is based on the same general principles 
of sound credit which govern any other 
bank loan. The net worth and work- 
ing capital of the borrower determines 
the amount of collateral required. In 
some instances the loan might be made 
on an unsecured basis, or partly secured 
and partly unsecured where temporary 
financing is required for a percentage 
of the total loan. The collateral 
pledged might include in addition to 
the crop mortgage, a trust deed on the 
land, and a chattel mortgage on farm- 
ing equipment, tractors, planters and 
miscellaneous general farming equip- 
ment. 

Cotton farms in California range in 
size from ten acres up to four or five 
thousand acres. The larger farms may 
not only produce cotton but such 
varied crops as potatoes, alfalfa, beets, 
grain and grapes. When the farmer 
applies to the bank for seasonal crop 
financing, the application may include 
several crops in addition to cotton. 
The diversified crops grown by these 


farmers precludes the possibility of 
following any definite loan basis which 
would apply to all cotton producers 
alike. 

When the crop mortgage is the bor- 
rower’s principal asset it is necessary 
for the bank to know the exact cost of 
growing and harvesting one pound of 
cotton, which is determined from the 
producer’s budget. The crop budget 
itemizes in detail the amount of money 
required to produce the crop. Cali- 
fornia production costs are unusually 
high because the same workers who 
pick the cotton crop also harvest the 
specialty crops, such as peaches, prunes, 
citrus fruits, grapes, etc. The wage 
scale is high for these crops, especially 
at this time, and laborers will not work 
in cotton fields unless they can make 
comparable wages. Under present 
conditions and wage scale, the cost per 
pound to grow cotton varies in different 
sections of the state from ten cents to 
fourteen cents per pound. 


[PIRECT loans made to farmers by 

the thirty-six cotton companies men- 
tioned previously constitute about 60 
per cent of production loans, from furtds 
largely supplied by commercial banks. 
Undoubtedly the commercial banks 
could be called upon to do more direct 
financing but for the fact that the 
cotton companies, due to keen com- 
petition, use financing as a means of 
securing ginning contracts for the 
cotton. In this way the banks have a 
stake in the farmer’s success even 
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Government experts grading cotton in Kern County, California. Only one variety is grown commercially in the state 


After cotton is ginned, loans are based on price instead of cost of production. Hedging becomes vital 


when they do not finance him directly. 

Bank loans to these companies are 
on both a secured and unsecured basis 
depending on the financial strength of 
the concern and other relevant facts 
surrounding the loan. Loans in some 
cases are secured by trust deeds on 
real estate owned by the company, 
mortgage on equipment, assignment 
of leases, also assignment of growers’ 
notes and chattel mortgages. 

The companies advance money to 
individual farmers on a basis similar 
to terms prescribed by banks. They 
can afford to be more liberal in their 
conditions because they obtain a 
source of cotton to gin, also in some 
cases act as broker or principal in dis- 
posing of the crop. In addition, they 
have the opportunity of buying the 
cottonseed and are assured of raw 
material for sale at a profit, or in some 
cases processing in their own mills. 

When the cotton is ginned the 
financing enters a second phase in 
which the loan is based on the price of 
spot cotton rather than cost of pro- 
duction. As the crop is picked, the 
‘farmer hauls the loose cotton to one 
of the hundred or more gins where it 
is ginned and lint pressed into bales 
weighing approximately 500 pounds. 
Baled cotton moves to one of the 
seven compressers in the state, located 
at Stockton, Fresno, Pinedale, Tulare, 
Bakersfield and San Pedro. Here 
cotton bales are reduced in size to 
save shipping space, in readiness for 
sale to spinners. 

Traveling buyers purchase baled 
cotton from gins and farmers for 
account of cotton merchants, some- 
times known as shippers. The cotton 
merchants or shippers may represent 
branch offices of national concerns en- 





gaged in business throughout the 
United States cotton belt, or be indi- 
vidual merchants operating exclusively 
on the West Coast. 

Buyer and merchant may be synony- 
mous. This type buyer is usually a 
salaried employee who buys direct 
from the farmer for account of his 
principal. The ginner, besides ginning 
cotton, may also buy it from the 
farmer who patronizes his gin and 
later sell to the merchant or his 
salaried employee. 


SOME buyers operate locally on their 

own account and generally arrange for 
financing of purchases with their local 
banks. The bank will usually pay the 
farmer for account of the buyer upon 
delivery of the gin receipts up to a 
certain credit limit previously arranged. 
The local buyer may put up cash or 
cotton as margin for the credit accom- 
modation, the amount of margin re- 
quired depends upon the credit re- 
sponsibility of the buyer. When the 
cotton is sold, say to a cotton mer- 
chant, a draft is drawn on the merchant 
for acceptance and presented by the 
local bank to the city bank for the 
merchant’s acceptance and subsequent 
payment by the bank. 

Cotton merchants employing their 
own buyers arrange for payment to 
the farmer or gin in a similar manner. 
The buyer working directly with the 
farmer or gin, either on his own ac- 
count or for some merchant, buys the 
cotton and obtains the gin receipts as 
evidence of ownership. The buyer’s 
next step is to place the receipts in an 
envelope draft drawn on the merchant. 
The drafts are discounted in accord- 
ance with previous arrangements and 
presented to the cotton merchant by 


the city correspondent of the local 
bank. The cotton merchant accepts 
the draft and replaces the enclosed gin 
receipts with a trust receipt in order 
to arrange shipment of the cotton 
from the gin to the compress at a con- 
centration point. The drafts are 
accepted as payable at the cotton mer- 
chant’s bank, under a_ previously 
arranged line of credit. The credit 
arrangement is now predicated upon 
actual cotton as collateral, as evidenced 
by negotiable bale receipts in posses- 
sion of the bank. Usually a cash or 
cotton margin is required with certain 
restrictions as to trust receipt facilities 
depending upon the financial responsi- 
See FINANCING COTTON—Page 37 














ROBERT E. DORTON 


Suggests wider use of hedging in 
cotton production 
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One of the heaviest responsibilities 
in the forthcoming Fourth War Loan 
Drive falls upon Joseph A. Bower, 
executive vice-president of the Chem- 
ical Bank & 
Trust Gompany, 
New York, in 
his capacity as 
director of the 
banking and in- 
vestment divi- 
sion of the War 
Finance Com- 
mittee for New 
York State. This 
position is a key- 
stone in the na- 
tion’s war loan 
efforts. The divi- 
sion accounted for more than $5,000,- 
000,000 through a total of nearly 700,- 
000 unit sales in the last drive, under 
the able leadership of Eugene R. Black, 
vice-president of The Chase National 
Bank. 

Under Mr. Bower’s direction, the 
seventeen banker-investment dealer 
teams comprising the division will 
undertake for the first time an in- 
tensive building-to-building, office-to- 
office canvass of lower Manhattan, in 
the Fourth War Loan. A minimum of 
1,000,000 unit sales will be the goal. 

During World War I, Mr. Bower 
was manager of the business depart- 
ment of the Office of the Alien Property 
Custodian. For a number of years he 
served as vice-president of the Detroit 
Trust Company, Detroit, Michigan. 
Last year he was a candidate in the 
Republican primaries for the office of 
United States Senator from New Jersey. 


¢ 





JOSEPH A. BOWER 


William B. Hughes, of Omaha, 
secretary of the Nebraska Bankers 
Association, was elected president of 
the Central States Conference, at the 
recent annual meeting of this organiza- 
tion in Chicago. Frank Warner, 
secretary, Iowa Bankers Association, 
was elected first vice-president; Eu- 
gune P. Gum, secretary, Oklahoma 
Bankers Association, is the new second 
vice-president; and Wall G. Coap- 
man, secretary, Wisconsin Bankers 
Association, is secretary-treasurer. 


e 


John Franklin Hagey, one of the 
senior vice-presidents of The First 
National Bank of Chicago, and former 
chairman of the board of the National 
Boulevard Bank, Chicago, died Decem- 
ber 11 at the age of sixty-seven, just a 
few days before his planned date of 
retirement on January 1. 





Mr. Hagey had been associated with 
The First National Bank since 1901, 
when he entered its law department. 
He became assistant attorney to the 
bank in 1906, and four years later was 
made assistant cashier. In 1915 he 
became a vice-president and was placed 
in charge of the bank and bankers’ 
division. Through this position, and 
attendance at numerous conventions, 
Mr. Hagey became widely known 
among American bankers. 


+ 


Lawrence L. Gellerstedt, execu- 
tive vice-president of the Citizens & 
Southern National Bank, Atlanta, 
Georgia, last month became the 42nd 
president of the Atlanta Chamber of 
Commerce. He is the first banker to 
be elected to this 
position since 
1905, and the 
selection is even 
more notable in 
that Mr. Geller- 
stedt came to 
Atlanta only six- 
teen years ago. 
He spent the 
first five years of 
his banking 
career with the 
Farmers and 
Merchants 
Bank, Troy, Alabama. He then be- 
came a state bank examiner and later a 
national bank examiner. In 1927 he 
became a vice-president of the Citizens 
& Southern National Bank. The 
presidency of the Atlanta Chamber of 
Commerce is an important position, 
in that the organization has wide- 
spread activities touching communities 
in Georgia and even neighboring states. 
Mr. Gellerstedt is interested in the 
economic development of the South, 
being vice-president of the Southern 
States Industrial Council, and a char- 
ter member of the Advisory Board of 
the Atlanta Agency, Reconstruction 
Finance Corporation. 


L. L. GELLERSTEDT 


° 


A dean of bank advertising men, 
Guy W. Cooke, assistant cashier 
and advertising manager of The First 
National Bank of Chicago, retired on 
December 31 after forty-three years of 
service with the bank. He began in 
1900 as manager of its printing depart- 
ment and has held only two jobs in his 
long career with the bank —printing 
manager and advertising manager. 
He was among the organizers of the 
Financial Advertisers Association in 
1916, and in 1918 he served as its 


- has been identi- 


president. He has long been recognized 
as an authority on financial promotion 
and public relations. 


e 


Edgar D. O’Brien was recently 
promoted to vice-president at the 
American Trust Company, San Fran- 
cisco, after having been an assistant 
vice-president since 1934. He started 
his banking career with this organiza- 
tion in 1926, and 
for the past 
seventeen years 


fied with the 
bank’s realestate 
activities in San 
Francisco. Mr. 
O’Brien is the 
son of the late 
GeorgeN. 
O’Brien, nation- 
ally prominent 
San Francisco 
banker, and the 
brother of George J. O’Brien, vice- 
president of the Standard Oil Company 
of California. 








EDGAR D. O’BRIEN 


° 


On December 15, Victor Cullin 
joined the Chicago Title & Trust 
Company as assistant trust officer in 
charge of trust development. He had 
been assistant secretary of the Missis- 
sippi Valley Trust Company, St. Louis, 
since 1929. He has long been active 
in the Financial Advertisers Associ- 
ation and was president of that organ- 
ization in 1941. 


¢ 


Arthur S. Kleeman, president of the 
Colonial Trust Company, New York, 
has announced the election of Fred- 
erick H. Zimmer as vice-president. 
Mr. Zimmer joined the bank in 1929 
and has been an assistant vice-presi- 
dent since 1941, in charge of the 57 
William Street office. 

The appointment of Mario Diez 
as assistant vice-president in charge of 
the bank’s foreign department has 
also been announced. Mr. Diez was 
for many years an executive of the 
Grace National Bank, New York, and 
is familiar with all phases of foreign 
banking, particularly in Latin America. 


e 


Jesse F, Streng, formerly execu- 
tive vice-president of the Morris Plan 
Industrial Bank, Louisville, Kentucky, 
has been elected president to succeed 
the late A. H. Bowman. When the 

See PERSONALITIES—Page 40 
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some $40 to $50 billion of prop- 

erty, and named in thousands of 
wills representing untold billions of 
additional estate assets, are deeply 
concerned not only with the economy 
of the war period but with that of the 
post-war period as well. No other 
institution, or group of institutions, 
faces a keener need for post-war 
planning. The following are sugges- 
tions for such planning based upon 
many discussions with trust officers. 

A post-war plan of a trust institution 
has two objectives. Under such a plan, 
the first duty and the number one 
objective is constant improvement in 
its methods of operation, its invest- 
ment procedure, and its relations with 
present customers. Its number two 
objective is the broadening and mould- 
ing of its services to meet new condi- 
tions, and the bringing of these serv- 
ices to a far wider group than it now 
serves. 

A trust institution’s initial step in 
post-war planning should be that of 
centering the responsibility in a com- 
petent committee. Even though the 
bank as a whole has such a committee, 
there should be a separate committee 
or at least a subcommittee for the 
trust department. It is an unfortunate 
fact that trust service is still the least 
understood of all banking services and 
this lack of understanding is not con- 
fined to the public alone. The com- 
mittee, therefore, should consist pri- 
marily of a trust officer, a member of 
the trust committee, and a representa- 
tive of the bank’s management. 

The first duty of this committee 
might be a job of self-analysis. Not 
all trust departments are efficiently 
operated. Some still have antiquated 
bookkeeping methods, some are lax in 
keeping beneficiaries informed. In 
some institutions the will files: have 
not been reviewed in years and re- 
semble a sort of “‘Augean Stable,”’ in 
which are found old wills that no 
longer represent the makers’ needs or 
which, when they become operative, 
will expose estates to needless losses. 
One of the first steps in setting the 
house in order should be a review of 
the wills on file. 

Another desirable step would be to 


"tant institutions, stewards of 
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Steps in Post-War 


‘Lrust PLANNING 


By 
ALBERT JOURNEAY 


Vice-president, The Purse Company 
Chattanooga, Tennessee 


The initial step should center responsibility in 
a separate committee or at least a committee for 
the trust department. Some things to check might 
include: the trust operation, the will file, fees and 
costs, investment procedure, and new business 


check the business now on the books 
to ascertain that each piece is paying 
for its keep. One of the most pleasant 
surprises trust officers have experienced 
in recent years is in learning that people 
are nearly always willing to pay a fair 
price for value received. Many un- 
profitable trust departments have been 
turned into profitable ones almost 
overnight by a readjustment of fees 
on existing business, by agreement 
with customers. 

Such a re-examination of trust fees 
following the application of sound cost 
analysis is strongly advised by Henry 
A. Theis, president of the American 
Bankers Association’s trust division 
and vice-president of Guaranty Trust 
Company of New York. ‘The Ameri- 
can public doesn’t expect good services 
for inadequate pay,” Mr. Theis re- 
cently declared at the Mid-Continent 
Trust Conference. “It is generally 
fair, reasonable and understanding. 
Many tests in various parts of the 
country have borne this out. Negoti- 
ations have to be conducted intelli- 
gently and tactfully, but firmly. Nego- 
tiations by a personal interview are 
always preferable to any other medium. 
Frequently, increases have to be made 
in easy stages, over longer periods of 
time. Fair-mindedness on both sides 
can only result in good customer 
relations.” 

Personnel problems of the trust 
department should be carefully investi- 
gated. Perhaps today only minor 
improvements will be possible, but in 
a business as personal, responsible, 





LOUIS S. HEADLEY 


“‘A trustee must be familiar with all 
forms of investment” 


and permanent as the trust business, 
a long-range program could well be 
adopted. Granted that today the job 
seeks the man, at the end of the war 
will come a period when the man seeks 
the job. Then personnel can be 
selected on a career basis. Men and 
women familiar with law, investments, 
economics or accounting, or with the 
ability to absorb these subjects, will 
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The author, right, discussing trust planning with Samuel C. Waugh, former A. B. A. Trust 
Division president and executive vice-president, The First Trust Company, Lincoln, Nebraska 


“The committee may well examine possibilities in the newer fields“ 


HENRY A. THEIS 


“The public doesn’t expect services 
for inadequate pay*’ 


be available. Careful selection on the 
basis of ability and aptitude, plus the 
encouragement of additional training 
at the Graduate School of Banking 
or some other educational institution, 
will enable the trust company to build 
a staff that will measure up to the 
highest traditions of trust service. 

A vital point that demands the 
keenest study is that of the depart- 
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tain mid-western trust company lo- 
cated in a small but prosperous city 
has found the answer. Over the years 
the officers of this institution have 
served some large estates and many 
smaller ones. They can lay the record 
of their stewardship alongside that of 
trust institutions many times their 
size and their record will not suffer by 
comparison. They have operated going 
businesses at a profit, and have had 
under their management many port- 
folios in which various classes of 
securities have been included. They 
have served as the agent for a large 
charitable foundation. While it is 
true that their limited staff is highly 
competent they have not relied en- 
tirely on their own judgment nor that 
of the services to which they have 
subscribed. Their policy has been to 
add to their own abilities the judgment 
and experience of outstanding corre- 
spondent banks in the leading financial 
centers. The result is that they believe 
they have brought to the estates they 
serve a management as capable as 
could be procured anywhere at any 
price. And apparently their customers 
feel the same way about it. 

A fourth field for the committee to 
examine is public relations. A public 
relations program is of immediate as 
well as post-war importance. 

Improving the public relations of 
trust institutions presents many prob- 
lems, and offers great opportunities. 


ment’s investment procedure. In some 
cases, particularly involving small 
departments, the procedure may be 
inadequate. It may consist largely or 





wholly of investment in government 
bonds of low yield, on the theory that 
this type of investment will not get the 
department into trouble, and _ will 
require no review. Whether this is 
adequate is open to question. 


HE proper investment of trust funds 

is the crux of the whole trust busi- 
ness, and, to quote Louis S. Headley, 
past president of the American Bankers 
Association’s trust division, vice-presi- 
dent, First Trust, Company of St. 
Paul State Bank, ““To keep a trust 
continuously earning requires constant 
vigilance. A trustee may study pres- 
ent performance and future prospect 
of every security in his portfolio. But 
he must do more. He must be familiar 
with all forms of possible investments 
and move promptly out of those which 
show signs of decadence and into those 
which have promise of continued 
activity. To do this successfully he 
must understand trends in industry 
and in social attitudes and movements 
and keep in the vortex of productive 
and socially useful enterprise.” 

In a fast changing world, this is a 
big order to fill, and not all trust 
institutions have within their own 
organizations the capacity to carry out 
such a program. But, through the 
facilities that are available to these 
institutions, they can still give the 
subject consideratién. Perhaps a cer- 





There is, for example, the current 
feeling on the part of people that trust 
service is for millionaires only. Then 
too, there is the common conception 
that the trust institution is cold, im- 
personal and difficult to approach. 
Another misunderstanding concerns 
the cost of trust service; the general 
impression people have is that “it 
costs a lot of money to hire a trust 
institution,” whereas trust service is 
actually lower in cost than any 
comparable professional service. There 
are misdeeds and mistakes made by 
less efficient trust institutions in the 
past that must be lived down; often 
these tales are distorted and frequently 
they are not based on fact, but they 
are commonly repeated and do great 
harm. 

A planned public relations program 
can go far in overcoming the effects of 
these misunderstandings, and in creat- 
ing in their place a confidence in trust 
institutions and a desire for trust 
service. It is a broad field comprising 
customer relations within and outside 
the bank. It involves spreading favora- 
ble information in talks before women’s 
clubs and luncheon groups. It leads 
to such groups as attorneys, life under- 
writers, certified public accountants, 
and others that influence the flow of 
trust business. In a nutshell, it guides 
the behavior of the institution. The 

See TRUST PLANNING—Page 38 
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By JAMES MONTAGNES 


Post-War Spending 


In a survey on post-war spending 
released by the National War Finance 
Committee during the Fifth Victory 
Loan, a representative cross section of 
Canadians indicated what they intend 
to do with wartime savings. The 
largest number with definite opinions, 
17.3 per cent of the 83 per cent who 
had definite post-war ideas, reported 
they would hold their savings in the 
post-war period; 13.1 per cent said 
they would purchase a home, 8.4 per 
cent would furnish a home, 5.8 per cent 
would use their savings for travel, 
4.7 per cent to get married, 4.2 per 
cent for education, 4.2 per cent would 
buy a car, 3.5 per cent planned buying 
insurance or pensions, 3.1 per cent 
would spend the money on clothing. 
All others accounted for 19.5 per cent. 

Considerable variation in replies was 
shown from the various income groups. 
In the high income group 27.5 per cent 
reported holding their savings, com- 
pared with 15.8 per cent in the medium 
income group, and 12.2 per cent in the 
low income group. More women than 
men are planning on using their savings 
for the purchase and furnishing of 
homes, and where marriage is con- 
cerned men are far more definite in 
their intentions than women, with 7.2 
per cent of the men planning marriage 
and 2.2 per cent of the women planning 
marriage. 

. e « 


Royal Bank Promotions 


T. H. Atkinson and Frank S. Moffitt 
have been appointed assistant general 
managers of the Royal Bank of Canada 
effective December 1, 1943. T. H. 
Atkinson joined the bank in 1911 at 
Newcastle, N. B., was overseas during 
the First World War, returning a 
captain, serving with the Royal Bank 
at Halifax. In 1924 he was moved to 
the head office at Montreal and in 1929 
organized the bank’s bond department. 
In 1938 he became supervisor for 
eastern Canada, from which post he 
became assistant general manager. 

Frank S. Moffitt joined the Royal 
Bank in 1916 at Montreal, saw service 
at Montreal, Winnipeg, Vancouver 
and New York branches, became man- 
ager of the foreign exchange depart- 
ment at Montreal in 1929, assistant 
manager of the Winnipeg branch in 
1931, and head of the bank’s invest- 
ment department at Montreal in 1934. 
Three years. ago he was appointed 








T. H. ATKINSON 








FRANK S. MOFFITT 


Appointed assistant general managers 
by Royal Bank of Canada 


supervisor of investments from which 
post he became an assistant general 
manager. 

+ o o 


Annual Report Highlights 


Barclays Bank (Canada) reported 
for 1943 a slight decline in foreign busi- 
ness handled due to a somewhat erratic 
shipping situation. The decline was 
more than made up by the greater 
volume and value of domestic commer- 
cial business which surpassed sub- 


stantially all previous records. General 
Manager H. A. Stevenson reported at 
the annual meeting in Montreal that 
for the year ending September 30, 
total assets stood at $29,402,671, com- 
pared to $26,217,992 in 1942. Current 
loans were $3,769,382, compared with 
$3,179,154 the previous year. Total 
deposits were $21,500,000, against 
$18,800,000 in 1942. 

The financial statement of Imperial 
Bank for 1943 shows total assets and 
deposits at record high levels, with 
profits virtually the same as last year, 
at $836,934. Gross assets have grown 
by $26,000,000 in the year to a new 
high of $269,765,880. Deposits have 
increased by $28,000,000 to $249,079,- 
744. Quickly available assets, includ- 
ing call loans in Canada, amount to 
$190,399,025 or about 75 per cent of 
the total liabilities to the public of 
$250,932,514. Current loans are down 
from $75,468,641 to $68,023,146. Note 
circulation, in accordance with govern- 
ment regulation which is gradually 
reducing notes in circulation of all 
chartered banks, is down to $1,852,770 
as against $3,470,817 a year ago. The 
chartered banks reach their minimum 
note circulation of 25 per cent of the 
paid-up capital in January, 1945. 

With over a billion dollars of total 
assets and with 75 per cent of its 
liabilities to the public covered by 
cash and assets readily convertible 
into cash, the Canadian Bank of Com- 
merce issued a record statement, for 
the year ending October 30, 1943. 
Total assets amount to $1,003, 183,000, 
an increase of $116,522,000 over last 
year. Cash assets were $165,559,000 
as against $147,966,000 consisting 
mainly of notes and deposits with the 
Bank of Canada. Total holdings of 
securities amounted to $520,966,000, 
an increase of $104,013,000. Because 
of branches in the United States public 
securities other than Canadian held by 
the bank rose by $12,337,000 to $41,- 
137,000, these securities being mainly 
United States bonds in connection with 
deposits at United States branches. 
Call loans in Canada increased by 
$2,941,000 to $9,791,000, and current 
loans increased by $2,402,000 to $214,- 
918,000. 

Total liabilities to the _ public 
amounted to $951,599,000 compared 
with $835,306,000 a year ago. Deposits 
made up $913,879,000 of this total, an 
increase of $121,320,000 over 1942. 

See CANADIAN BANKING—Page 40 
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Holder by Subrogation 


The somewhat unusual question 
presented in a recent Maine case was 
this: May the holder of a negotiable 
note by subrogation proceed as a holder 
in due course against an “irregular” 
endorser? 

There the purchasers of an auto- 
mobile on a conditional sale agreement 
executed their note for the unpaid 
balance to the automobile company as 
payee. Before.delivery of the note it 
was endorsed in blank by a third 
party. The automobile company ob- 
tained an insurance policy to protect 
the buyers and any holder of the note 
from loss of the car by fire. There- 
after the automobile company assigned 
the conditional sale contract and en- 
dorsed the note to a finance company. 

Subsequently, according to the 
Maine court, the buyers of the car 
intentionally destroyed it by fire and 
by that act forfeited their rights 
under the fire insurance policy. The 
fire insurance company paid the fi- 
nance company, which upon receipt 
of the payment endorsed the note 
without recourse and assigned the 
conditional sale contract to the insur- 
ance company. 

Suit was then brought by the insur- 
ance company on the note against the 
third party who had endorsed it in 
blank before its delivery to the payee 
in the first instance. He contended 
that the insurance company, in these 
circumstances, was not a holder in due 
course. The insurance company in- 
sisted that it was legally a holder in 
due course and also entitled to proceed 
against the irregular endorser by 
virtue of the equitable doctrine of sub- 
rogation. Briefly, where one party is 
obliged by law or contract to make 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


good the obligation of another, such 
party is said to be subrogated to all 
the rights and remedies which the 
obligee had against all persons liable to 
him in the transaction. Thus in pay- 
ing to the finance company the amount 
payable on the note, the insurance 
company acquired all the rights and 
remedies which the finance company 
had against all parties liable on the 
note. 

This right of subrogation was recited 
in the fire insurance policy, but there 
was some question as to whether under 
the terms of the policy, subrogation 
was applicable to any insured property 
other than real estate. 

“It is not necessary to determine,” 
said the Maine court, “whether the 
policy provision is thus limited to 
insured real estate, because the right 
of subrogation as stated in the policy 
is essentially the same as that which 
arises by operation of law under the 
circumstances of this case. 

“The right of subrogation is not 
restricted to the remedies which the 
creditor (the finance company) has 
against the principal debtors (the 
makers) but extends to all the remedies 
which it had against the principal and 
others liable on the debt. 

“Though technically an irregular 
endorser and entitled to demand and 
notice of dishonor, which was given in 
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A summary of current decisions 
of particular interest to banks 


this case, the defendant is an endorser 
with all that term implies.” 

Pointing out that, in addition to its 
rights as subrogee, the insurance com- 
pany met all the technical requirements 
of a holder in due course as set forth 
in the Uniform Negotiable Instru- 
ments Act, the court concluded that 
the company was a bona fide holder for 
value and entitled to proceed as such 
against the “‘irregular’ endorser. 
(Home Ins. Company vs. Bishop, 34 
Atlantic Reporter, Second Series, 22.) 

Sf S Sf 


Alleged Note ‘‘Fraud’’ 


In a recent suit on a note, the maker, 
a woman, made the defense that her 
signature to the note had been ob- 
tained by fraud. The case is interest- 
ing because it deals with a species of 
alleged fraud not infrequently claimed: 
Namely, that the maker signed the 
note without reading it and in reliance 
upon the payee’s representation that it 
was a receipt. 

“The defendant had the burden,” 
declared the Supreme Judicial Court 
of Maine, “of establishing by clear 
and convincing proof that her signa- 
ture on the note was obtained by 
fraud. 

“She asks us to believe that she 
signed it without reading it at all, 
relying upon the payee’s assurance 
that it was a receipt. There is nothing 
in what took place at the time of the 
signing to indicate any duress, any 
subterfuge, any attempt to conceal 
from her the writing on the particular 
paper which she signed. It was passed 
to her as she sat across the table from 
the payee. All that she claims is that 
he told her it was a receipt. 


See COURT DECISIONS—Page 39 
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New Booklets 


Following the war, it is predicted 
that world monetary conditions are 
likely to be in a state of unprecedented 
confusion. One of the most pressing 
problems will be to return to conditions 
of international economic and mone- 
tary stability. The first four booklets 
listed below have been written by out- 
standing monetary authorities, to fos- 
ter an understanding of the basic 
principles which must govern world 
monetary reconstruction after the war. 


The Need for a ‘‘Settler’’ of 
Balances in International Pay- 
ments... This pamphlet deals with 
one of the most important of these 
principles, the need for an effective and 
adequate settlement medium for the 
payment of the net balances due from 
one country to another, as a result of 
international transactions. It is pointed 
out that currencies cannot be kept 
stable in relation to each other without 
such a mechanism, and that lacking an 
adequate “‘settler” of balances, nations 
tend to turn to high tariffs, foreign 


These booklets are available upon 
request, free of charge or obligation, 
under an arrangement whereby the 
requests are referred promptly to the 
producers. Simply address requests 
on bank or company letterhead to 


The Editor 
The Burroughs Clearing House 
Second and Burroughs Avenues 
Detroit 32, Michigan 














CO-OPERATION 


Your problems relative to Exchange, 
Shipping and Customs, Credit and 
Character data on buyers and sellers... 
can be readilyreferred to our Managers 
at central points in the following 
countries. Collection items and Letter 
of Credit transactions will be efficiently 


handled. 
CANADA 


Branches from Coast to Coast 


NEWFOUNDLAND 


Branches at St. John’s and twelve 
other points 


WEST INDIES 


Branches in Jamaica, Cuba, Puerto 
Rico and Dominican Republic 


Complete list of ail branches on request 
NEW YORK, 49 Wall Street 
LONDON, ENG., 108 Old Broad Street, EC2 


General Offices 
TORONTO, CANADA 
Capital and Reserve, $36,000,000 
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NOVA SCOTIA 
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exchange restrictions, and similar meas- 
ures that stifle trade between nations. 


American Banking and Cur- 
rency Stabilization ., . Of greatest 
direct interest to bankers in this 
series is likely to be this scholarly dis- 
cussion by E. E. Aggar, Commissioner 
of Banking and Insurance of New 
Jersey, and Associate Director, Gradu- 
ate School of Banking, Rutgers Uni- 
versity. He outlines the important 
respects in which American banking 
may be affected by post-war monetary 
changes. 


Fundamentals of International 
Monetary Policy . .. While most 
plans for monetary stabilization re- 
volve around either the international 
gold standard or exchange. clearing 
through an international fund, this 
pamphlet offers a third suggestion. 
Briefly, it aims at substantially un- 
changing price levels in all countries 
with fixity of exchange rates, and in- 
volves the utilization of some inter- 
national authority to buy and sell, 
freely and at fixed prices, warehouse 
receipts covering composite units of 
standard, storeable commodities. This 
proposal, which does not dispense with 
the use of gold, has stirred considerable 
interest particularly in British circles. 


High Spots in the Case for a 
Return to the International Gold 
Standard ... In this very readable 
treatise, Professor E. W. Kemmerer 
argues that no other kind of a currency 
system in a distracted post-war world 
will so quickly restore the confidence 
of the public as a true gold standard. 
He summarizes the advantages of gold 
as the monetary standard of the future, 
and lays down seven postulates on how 
such a standard should function. 


50 Gold Medal Collection Let- 
ters ... A new compilation of the 
50 prize-winning collection letters 
culled from nearly 1,000 entries sub- 
mitted in a contest conducted by a 
leading credit indemnity company. 


Each of the letters reproduced has 
already been used successfully to col- 
lect delinquent accounts —has already 
proved itself helpful. 

This compilation suggests a compro- 
mise between the two extremes of 
either using form letters exclusively, or 
writing personal letters to delinquents. 
Such a compromise involves a person- 
alized-form-letter system, made pos- 
sible by maintaining a library of ideas 
for collection letters, so that the execu- 
tive may have on hand a number of 
ideas to form the basis for his own 
letters. In many cases, too, the library 
of collection letters will contain ex- 
amples which will fit individual re- 
quirements without change. 


Investor’s Tax Kit... With the 
March 15 deadline for final returns 
looming ahead, this portfolio of helpful 
material for taxpayers comes at a very 
helpful time. Included is a 33-page 
Tax Guide, which contains a wealth of 
information on current tax laws and 
how they affect the individual. 


The Midcontinent and the 
Peace . .. Although this 43-page 
brochure especially covers the prob- 
lems and opportunities that will face 
Western Canada and the Central 
Northwest United States after the 
war, it also discusses more broadly 
possible future policies of collaboration 
and economic integration between 
Canada and the United States. Bankers 
concerned with post-war agricultural 
prosperity will find of unusual interest 
the analysis of possibilities for broaden- 
ing the market for surplus crops such 
as wheat, through a reorganization of 
European agriculture on a more logical 
basis. There is also a proposal for the 
rearrangement of the automobile indus- 
try, designed to provide advantages to 
both Canada and the United States. 


Incentive Wages and Inflation 
..- Most discussions of inflation 
emphasize the financial aspect of the 
subject, i. e., the enormous expansion 
of money or purchasing power. This 
booklet points out that while this 
represents the demand side of the 
inflation equation, there is also a 
supply side, and that increased produc- 
tion resulting from the use of incentive 
wages can make an important anti- 
inflation contribution. 

While most financial executives may 
find the booklet of interest primarily 
from this inflation standpoint, it is 
likely to have another interest for 
many bank operating officers. It is 
known that some of these officers are 
considering the possible application of 
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Postwar trade possibilities with our Latin-American neigh- 
bors are now being carefully studied. 

Dollar balances have been steadily accumulating in these 
countries and a substantial purchasing power awaits the re- 
sumption of normal trade. And this trade should continue on 
a sound reciprocal basis as there is every prospect that we 
shall depend upon Latin America in peace as in war for many 
essential commodities. 

Current information on these developments is constantly 
brought to the attention of Chase officers by our own branches 
in the Caribbean area and by our numerous banking and busi- 
ness connections throughout the Americas. 

This information is at the disposal of Chase correspondent 
banks and Chase facilities are offered for financing export 
shipments and handling collections; for opening import let- 
ters of credit and making remittances. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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incentive payments in certain depart- 
ments such as bookkeeping, for ex- 
ample, and to such officers the booklet 
will have a special appeal. It reviews 
both the advantages to be derived 
from incentive pay, and the deterrents 
which have thus far blocked its wide- 
spread adoption. 


Year-End Review of the Bond 
Market. . . Asummary of the salient 
developments in the 1943 bond market, 
tracing outstanding factors which in- 
fluenced the various types of securities. 


Still Timely 


Conserving Your Wealth .. . 
A notable example of trust promotion, 
written in terms of the layman, yet 


(CONTINUED FROM PAGE 15) 


since largely realized their foreign 
assets. It is they who will first re- 
quire, and shall justly deserve, credit 
from us with which to modernize their 
farms, industrial plants and commer- 
cial establishments, so that they may 
re-enter world markets. 
There‘certainly must also be some 
relation between the volume of goods 
we expect to sell, ‘“‘with expectation of 
repayment,” and the volume of goods 
we buy overseas. There have just 
been released two useful studies on the 
post-war outlook for import trade. 
My associate, Alan H. Temple, speak- 
ing recently before the Importers’ 
Sessions of the National Foreign Trade 
Convention, indicated that it would be 
prudént to assume that our normal 
post-war imports would reach $4% 
billions yearly, nearly twice the aver- 
age of 1935-9. At the same time, the 
Bureau of Foreign and Domestic 
Commerce released a study of “Foreign 
Trade after the War,” in which they 
assume that our imports may reach in 
excess of $6 billion in 1948. In that 
year they estimate that our payments 
to foreigners for services and through 
capital investments might aggregate 
some $4 billion. On their assumptions, 
which are based upon the operation of 
our domestic economy at capacity 
levels, the total amount of dollars 
made yearly available to foreign cus- 
tomers would be about $10 billion. 
The Bureau study places the poten- 
tial export value for 1948 at $7 billion. 
Admittedly, it is much more difficult to 
estimate than our import value. How- 
ever what is important to us is that 
$7 billion seems to be a generous esti- 
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not oversimplified. It covers such 
matters as general investment policy, 
insurance trusts, compensation, and 
discretionary powers. 


Agricultural Income and Farm 
Real Estate . . . The information in 
this booklet can be used by bankers 
everywhere in counseling customers on 
the wise use of increased agricultural 
income, although it is addressed par- 
ticularly to bankers in the Ninth 
Federal Reserve District. It warns 
against land speculation and the in- 
curring of unnecessary fixed debts, and 
outlines a three-point program for the 
desirable use of current farm incomes. 


Pastures That Come to Stay 
---An account of a program in 
Louisiana whereby idle, eroded land 
grown weary from decades of cotton 
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mate. At the peacetime peak in 1929, 
our exports amounted to only slightly 
over $5 billion. The estimate is 
double our value of 1937, which was 
our largest recent pre-war year. 

To sum up, with dollar exchange 
accumulating, in some parts of the 
world to an inflationary extent; with 
our prospective visible export and 
import trade near a balance, and any 
gap more than bridged by our pay- 
ments for services and capital invest- 
ments abroad; the over-all picture is 
certainly not one of a world with 
empty pockets, gazing hungrily into 
our show windows. It is rather one in 
which we may reasonably hope to sell 
the major part of our prospective 
exports, “‘with expectation of repay- 
ment,” through the normal course of 
trade. 


ANP now what about the financing 

of this increased volume of imports 
and exports? When our Federal 
Reserve System was established, ample 
provision was made for the financing 
of our foreign trade by our member 
banks. The Act contains provisions 
permitting national banks to undertake 
international or foreign banking or 
financial operations, through the estab- 
lishment of direct branches, or par- 
ticipations in organizations formed for 
that purpose, and to accept time 
drafts. In this fashion, both the funds 
and the credit of our banks are at the 
disposal of our foreign traders. There 
are adequate facilities for the discount 
of foreign bills, and for the issuance of 
letters of credit authorizing drafts at 
sight or up to six months, to finance 
our exports and imports, There is a 


production has been converted into 
grazing land worth $50 to $75 per 
acre each year in increased milk pro- 
duction and reduced feed costs. 


Post-War Bank Buildings .. . 
This brochure predicts some of the 
changes that will be found in to- 
morrow’s banks, and points out that 
much can be done now in the way of 
preparation by those banks ‘which 
plan to erect new quarters or modernize 
after the war. 


Handbook of Life Insurance 
..- This unusually complete 64-page 
book should assist many bankers in 
their personal understanding of life 
insurance, and provide them with an 
excellent reference source when they 


are called upon to render insurance 
advice. 


FOREIGN TRADE 


bill market in which acceptances are 
quickly turned over at prime rates. 
The Federal Reserve banks offer re- 
discount facilities to banks and dealers. 
At its peak, our bank acceptances 
reached a total outstanding at one 
time exceeding $134 billion. At pres- 
ent the outstanding volume is at 
the nominal figure of $117 million. 
The potential acceptance capacity of 
our banks exceeds $2 billion. As the 
ordinary short-term foreign sale is 
liquidated in less than six months, 
there is in this phase of the commercial 
banking field a presently unutilized 
capacity for financing $4 billion of 
export and import transactions yearly. 

In acceptance financing the bank 
lends its credit. In discounting trade 
bills the bank lends its funds. Gener- 
ally speaking, there is not much resort 
to acceptance financing until the loan- 
able funds of the banks are fairly well 
employed. I am sure it is too well 
known to require substantiation by 
figures, that our banks are presently 
choked with deposits, while offerings 
of commercial paper by customers in 
the market are proportionately at an 
all-time low. There is nothing in sight 
to indicate that the situation of 
extreme ease of commercial credit will 
alter post-war to an extent which 
would impair the ability of commercial 
banks to finance all the import and 
export trade that may offer itself. 

All these factors point to the desira- 
bility of financing our export trade 
through bank channels, rather than 
by loans by our government or by 
placing large issues of foreign govern- 
ment bonds in our market. In private 


trade, each transaction is considered 
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Lots of 
Post-War 
Jobs 


in this 


ut the tax law forbids. If money 
for needed repairs cannot be spent 
as it is earned it is considered “profit” 


and practically taxed away. 


But it isn’t profit. It is the life- 
blood of the railroads. Without 


repairs and replacements any rail- 


Peer emveltile mac Wom commute y 


Tilaulertemetitver tee lccmertun' ing aete 
greatest load in history. Wear and tear 
on tracks, bridges, locomotives, cars 


PYalemmeleetae equipment is terrific. 


Material and labor for needed 
maintenance are not obtainable now 
beyond the minimum necessary for safe, 
continued operation. Consequently the 
railroads are wearing out 25 per cent 


faster than they can be restored. 


Money from current revenue should 
be saved to pay for the needed repairs 
and opr ecnlanemsarmericaur lar tere 
Flourtearheticle) (omen aiiicihiascce 


in war bonds for war purposes. 








ongress has been \asked to recog: 
nize these facts and permit the railroads 
to put aside sufficient revenue to re- 
place the things that are worn out in 


earning aeVtamuca ce lttce 


Favorable action would mean thou- 
sands of jobs for returning fighting 
men in the task of restoring railroads, 
and in the mills, mines and forests that 
will furnish material for the work. It 
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with relation to the capacity of the 
buyer to pay on the agreed terms, 
which involves consideration of the 
use to which the purchases will be put. 
Bank loans are self-securing and self- 
liquidating. The experience of the 
20’s demonstrated the difficulty of 
knowing what criteria to apply in 
determining the desirability of an in- 
flow of new capital to any country 
from abroad. The lesson was pretty 
clear —that to loan to a country, the 
economy of which was on a funda- 
mentally unsound basis, was only to 
perpetuate and increase the underly- 
ing weakness. To loan to a country 
with an expanding economy was 
equally dangerous, if the amount was 
in excess of that required for, or was 
diverted to, a purpose other than 
patently productive enterprise which 
would stimulate export trade. And 
there was the relentlessly recurring 
problem of transferring large amounts 
of interest at fixed dates, irrespective 
of the current supply of dollars in the 
country concerned. There seem to be 
several preferable approaches to this 
problem. : 

One is a resumption of the trend 
which was making itself felt before the 
war, for our manufacturers to set up 
branch works overseas. This method 
links up the export of capital with the 
export of goods. It assures that the 
people with the best detailed knowl- 
edge of an industry are entrusted with 
its development overseas. It narrows 
the transfer problem to that of bring- 
ing home profits, and permits latitude 
in the time of their transfer. It also 
permits local co-operation both in 
ownership and management, which 
dampens the resentment arising from 
the use of foreign capital to develop 
national resources and markets. 

Another approach to this problem 
of supplying our potential customers 
with exchange with which to pay for 
their purchases from us, is to buy 
increased amounts of their natural 
resources. The tremendous drain of 
war products on our reserves of oil, of 
metals both.ferrous and non-ferrous, 
and our not-too-comfortable position 
in tin, rubber and other commodities 
which we customarily draw from over- 
seas, suggests that we should both 
slow up the depletion of our resources, 
and stock-pile adequate reserves, by 
importing increasing amounts of those 
and other raw materials. 

The Treasury of the United States 
has recently released tentative pro- 
posals for the establishment of two 
international institutions. In July the 
Treasury published a preliminary draft 
outline of a proposal for an Interna- 
tional Stabilization Fund of the United 
States and Associated Nations. On 
August 20 it issued a revised draft of 
its proposal, which is still considered 
tentative. It is understood that con- 


versations are continuing between 
representatives of the governments 
concerned. Active discussion by 
bankers and economists here has pro- 
duced variant viewpoints and counter- 
proposals. There is wide recognition 
of the necessity for currency stabiliza- 
tion. There is acknowledgment of 
some responsibility on our part for 
active participation in post-war recon- 
struction, and consideration of liberal 
credits to other nations. But there 
has been expressed a reluctance to 
venture into arrangements under which 
funds supplied by this country would 
be subject to outside control. There is 
fear that funds and credit might 
thereby be made available to nations 
whose domestic policies, fiscal, eco- 
nomic and political, would not be on a 
sound basis. These misgivings are 
based on the feeling that it is not good 
practice for a creditor to go into 
partnership with his debtors. 

I venture to say that from these dis- 
cussions there is beginning to crystal- 
lize the conviction that an interna- 
tional institution is desirable, as a con- 
sultative body, with respect to both 
the fixing, and the alteration, of rates, 
with facilities for the extension of 
credits, both to avoid an alteration of 
rate where, because the problem is 
temporary, seasonal, or emergency in 
character, provision for early liquida- 
tion may be made, and to cushion the 
shock when alteration is the wiser 
course. Unquestionably this convic- 
tion will deepen if assurance is forth- 
coming that the institution will be a 
modest one, built if possible upon 
machinery which already exists, on a 
plan which will give it the objectivity 
and continuity of management and 
policy which characterize well-founded 
central banks. 


ON October 4th, the Treasury pub- 

lished an outline of guiding principles 
for a proposed United Nations Bank 
for Reconstruction and Development, 
and in late November the Secretary of 
the Treasury issued a memorandum in 
support of the proposal. There has 
not yet been sufficient discussion to 
suggest what the ultimate public view- 
point will be, though it is reasonable 
to assume that criticism may follow 
much the same line as that which wags 
directed against the Fund after its 
first announcement. The memoran- 
dum issued by the Secretary of the 
Treasury fully recognizes the part that 
industry, banks, and private financial 
agencies will play in supplying the 
short-term financial needs of our post- 
war foreign trade, and acknowledges 
the part that private enterprise will 
play in the resumption of long-term 
international investments, particularly 
in the form of establishment of foreign 
branch plants and the acquisition of 
shares in established foreign enter- 
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prises. It conceives, however, that the 
need for the investment of productive 
capital in undeveloped and capital- 
needy countries will outrun these 
sources; and proposes a World Bank to 
make available capital that would not 
otherwise be currently employed for 
productive purposes. This proposal is 
supported by the statement that it 
would be an unwise policy to spend 
hundreds of billions for war, but to 
balk at investing a few billions to 
assure peace and prosperity. 


[ is clear that improvement in the 

standard of living of many parts of 
the world is held back by lack of capital 
with which to provide machinery and 
equipment to multiply the fruits of 
man’s: labor. It has already been 
pointed out that a flow of American, 
British, and other capital, will go to 
all parts of the world if conditions are 
made attractive, but that there are 
many considerations which make it 
preferable that this flow of capital 
should take the form of real investment 
rather than of loans. Is it not ques- 
tionable whether it is the function of 
a bank to participate in this flow of 
investment capital abroad unless the 
proceeds of its loans are to be used for 
productive purposes that appear calcu- 
lated to augment the supply of foreign 
exchange of the borrowing countries 
by an amount sufficient to retire the 
loans within their terms? And, assum- 
ing that despite the extent to which 
private capital, given a favoring atmos- 
phere, will be made available, some 
form of government credit may be 
desirable for both economic and politi- 
cal reasons —is it not possible that this 
need might be met by enlarging the 
scope of our Export-Import Bank? 
On this aspect the Economic Policy 
Commission has this to say: ‘That 
Bank has made commitments since 
the start of operations in February, 
1934, to June 1, 1943, amounting to 
$1,143,000,000; total disbursements 
have been $396,000,000 of which 
$205,000,000 have been repaid. The 
bulk of these commitments and dis- 
bursements have been related to inter- 
American trade, and most loans have 
been for self-liquidating projects. In 
most cases private funds have been 
used under the guaranty of the 
Export-Import Bank and available 
banking facilities have been utilized. 
Its loans have been made on the whole 
sparingly and carefully and with every 
effort to strike a proper bargain. 
Utilized in this way modest amounts 
of government credit may be a valua- 
ble supplement to private investment. 
The danger to be guarded against is 
that excessive government lending will 
drive out the private enterprise which is 
the best hope for continuing progress.” 

What is the role of government in 
our post-war overseas trade? What 
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can it do better than put its own house 
in order? Our export trade is inexora- 
bly hinged to our imports, and their 
value and volume are closely related, 
in turn, to our national income and our 
business activity. Our foreign trade 
is thus primarily a domestic problem. 


| What we will have ahead in foreign 


rants at noon time. 


trade, depends upon what is ahead at 
home. If we can produce more 


| domestic goods; keep our men at work; 


increase our national income; decrease 
our government debts and increase the 


proportion of that income which may 
remain in the hands of the man who 
earns it, so that we can think in terms 
of foreign goods and foreign travel, we 
shall have made the largest possible 
progress toward the retention and 
development of our foreign trade. 
There is nothing the matter with world 
trade which a reasonable period of polit- 
ical tranquillity throughout the world 
would not cure; and our best contribu- 
tion to it would be to set the world an 
example of a sound domestic economy. 


> 


A BIG COUNTRY BANK 


(CONTINUED FROM PAGE 18) 


does not mean that we do not make 
every effort to be alert to changing 
employee needs. For example, the 
wartime conditions in Charlotte have 
resulted in extremely crowded restau- 
We found that 
more and more employees were bring- 
ing lunches and retreating to file rooms 
and other inconspicuous parts of the 
bank to eat at noon. Asa first solution 
we set up a large table in a file room and 
furnished drinks free of charge. In a 
couple of weeks the facilities had to be 
expanded, and finally the idea became 
so popular that we opened a separate 
dining room with kitchen adjoining, 
supervised by a former employee of a 
high-grade restaurant. Drinks are 
still served free of charge, and a hot 
plate, excellent salads, sandwiches and 
homemade pies are available at very 
low cost. The need for such service is 
evident from the fact that an average 
of 150 to 160 persons, out of a possible 
180, patronize the restaurant each 
working day. 


"THE bank also has an interest in see- 

ing that employees have adequate 
recreational facilities outside of bank- 
ing hours. In 1934 we leased between 
twenty-five and thirty acres of ground 
with a large frontage on the Catawba 
River, some sixteen miles from Char- 
lotte, and erected a club house for em- 
ployees on the property. The em- 
ployees formed a corporation and Long 
Cove Club was deeded to them, to be 
used as a recreational center through 
the year. Two buildings were also 
erected as sleeping quarters. The bank, 
in addition, enjoys playing host at 
annual picnics and Christmas parties. 
It gives individual Christmas gifts to 
the employees, and has not forgotten 
the staff members in the armed serv- 
ices. We have sent them cash presents 
and prepare a monthly bulletin to be 
sent to them and their parents, called 


| “The Spinning Wheel,” and in many 





other ways let them know we are 
thinking of them. The bank provides 
a life insurance policy, with a bene- 
ficiary value increasing from $500 to 
$1,000, free of charge to each employee. 
It also pays one-third of the cost of a 
group insurance, hospitalization and 
surgical benefit plan, which may be 
taken at the employee’s option. 

Of course, to provide adequate em- 
ployee facilities, compensation, etc., 
the bank must have satisfactory earn- 
ings. As with most banks today, the 
major source of our earnings lies in our 
investment account which on Novem- 
ber 30 amounted to $86,494,490 com- 
pared with $22,220,775 in loans. In 
view of our capital ratio, with capital 
stock of $1,200,000 and an entire capital 
account of about $6,000,000 compared 
with total resources on November 30 
of $150,837,691, it is evident that we 
must be conservative in our invest- 
ment policy. With a large portion of 
our deposits representing correspond- 
ent bank balances a highly liquid 
investment portfolio is necessary; so, 
we restrict the major percentage of our 
investments within a ten-year maturity 
range. Due to the volume of our 
deposits this policy still permits an 
adequate income. 

The nature of our organizational 
set-up is particularly noticeable in our 
loaning activity, and, in fact, is an 
important part of it. No one is 
assigned to specific customers but con- 
tacts are almost all on a _ personal 
basis, the loan officer checking his deci- 
sion with at least one other senior 
officer. The application is not re- 
ferred to a loan committee but is 
handled by an officer personally ac- 
quainted with the customer and his 
business. Under this simple arrange- 
ment, loans are passed on promptly, 
and most applications are given a deci- 
sion the same day they are received, 
although this of course varies with the 
individual nature of the credit request. 

Another activity that has been 
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successful with us has been our insur- 
ance department, which was organized 
at the time the bank was founded. 
I am told that it is quite unusual for a 
bank of our size to operate such a 
department, so probably in that re- 
spect, too, we resemble a country bank, 
handling all types of fire and casualty 
coverage. No life insurance is handled. 

We conduct a well-organized, effi- 
cient trust department, operating 
primarily as an essential service for our 
customers and friends. 

I believe that it will be apparent by 
this time that the one outstanding 
feature of our bank is the fact that we 
have somehow managed to resist the 
strong inclination toward overrigid 
and overcomplex organizational meth- 
ods that seems naturally to go with 
increasing size. 

I do not know whether our “‘way 
of life’ would be adaptable to other 
institutions. I also do not presume to 
pass on the validity of one banker’s 
contention that if the chartered banks 
held more closely to an informal, 
friendly type of simple and flexible 
service, it would do more than any 
other one thing to offset the competi- 
tion of government agencies, inasmuch 
as such agencies are typically bound 
by ironclad rules and regulations. 

Without trying to argue such ideas 
pro or con, I can only say that we are 
glad to remain a “big country bank.” 
We know that it has not hurt our 
progress, and that it has made the 
route more pleasant and more enjoy- 
able for all concerned. 
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FINANCING 


annual turnover of fifteen times its 
capital and hold at the peak of the 
season stock worth seven or eight times 
the firm’s net worth. 

Financing to such an extent beyond 
the net worth of the borrower requires 
protection for the bank’s capital in- 
vested in the venture. Price levels 
may change during the period of 
financing so that the collateral margin 
and the net worth of the company on 
which the original loan was predicated 
may be wiped out. To insure against 
this contingency Cotton Exchanges 
provide facilities for maintenance of 
margins regardless of fluctuating prices. 
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Risks inherent in future business can 
be largely eliminated by a method 
known in the cotton trade as “hedg- 
ing.” This operation establishes a 
known margin of profit, with certain 
limitations, for the merchant, and at 
the same time protects the bank’s 
investment regardless of price changes. 
Dependence on the banker for financ- 
ing makes it necessary for the mer- 
chant to hedge all purchases of cotton 
not sold forward on a fixed basis or 
fixed price. 

Future contracts on the exchange 
are liquidated at the time cotton trans- 
actions are completed by the purchase 
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COTTON 


(CONTINUED FROM PAGE 24) 


bility and experience of the borrower. 

Financing at this stage reverts 
almost entirely to local banks for that 
portion of cotton held by merchants 
awaiting sale to the mills. 

Local banks lend merchants in 
California many millions of dollars 
each year to carry the cotton crop. 
The money for the large investment 
required while crop is stored in public 
warehouses awaiting sale and delivery 
to the manufacturer must be furnished 
by those temporarily owning the 
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sive forms, and inadequate 
equipment, where system- 
aticstudy will pay dividends. 
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fraction of the necessary turnover in 
marketing the yearly crop. For ex- 
ample; a small company may have an 
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or sale on the exchange of equal 
amounts; thus offsetting contracts 
previously entered into. The mer- 
chant either gains or loses on these 
contracts depending on the change in 
price in the meantime, but he has an 
offsetting loss or profit in the com- 
modity. In this fundamental manner, 
while the merchant avoids the risk of 
major loss through price changes, he 
is at the same time restricted in mak- 
ing a speculative profit. 

Credit lines with banks in practically 
all cases are granted with the under- 
standing that purchases and sales will 
be hedged. Most banks would not 
consider lending money on non-hedged 
cotton because the generally accepted 
marginal requirement is not sufficient 
to protect the bank against normal 
price changes. Moreover, the cotton 
merchant is conducting a legitimate 
merchandising business and cannot 
afford the luxury of speculative posi- 
tions at the risk of losing his standing 
with his banker. The cotton trade 
considers that it is against all rules 
governing proper conduct of a member 
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to take a position on the market either 
“long” or “short.” Hedging is the 
only means of maintaining a balanced 
market position. 

While hedging is used universally 
throughout the cotton trade by mer- 
chants in the marketing of cotton, this 
practice has not been adopted by 
producers to the same extent. It is 
apparent that at this time when so 
many uncertainties cloud our economic 
future, it would undoubtedly be pru- 
dent for all production loans to be 
protected by means of hedging to at 
least 80 per cent of the estimated crop 
at time of planting. This is especially 
true in California, where the high crop 
harvesting wage scale brings the cost 
of producing cotton up to approxi- 
mately 75 per cent of the present price. 
A drop of 25 per cent in the price of 
cotton could easily occur over a 
period of a few months between the 
time of planting and harvesting which 
would wipe out the margin between 
the cost of producing cotton and the 
future value of the commodity. 

Since cotton growing has become a 


. oa 


major industry in California, millions 
of dollars have been lent by our 
bankers for the marketing of the crop 
on terms which would not have been 
prudent but for the facilities provided 
by cotton exchanges. Whether or not 
banks are able to continue their 
present large scale financing depends 
largely on future Government policies 
as they may affect the normal oper- 
ations of the cotton merchant in his 
ability to buy from the farmer and 
sell to the spinner on a profitable basis. 

Before Pearl Harbor the major por- 
tion of the California cotton crop was 
shipped to Japan. After the war ends 
in the Pacific it is likely that modern 
textile mills installed in China will 
take over control of extensive markets 
long held by the Japanese. In any 
event, the coming of peace to the vast 
populated areas in China, the Philip- 
pines, Thailand, the Dutch East 
Indies, and the upsurge of people in 
the liberated countries of the Orient 
will undoubtedly mean new markets 
for American cotton, and especially 
for shipments from California. 


TRUST PLANNING 


(CONTINUED FROM PAGE 27) 


post-war period will see a great develop- 
ment in the field of public relations. 
It would be well for trust institutions 
to make full use of its possibilities. 

Let us turn now to the second objec- 
tive, the acquisition of new business 
or the broadening of the trust institu- 
tion’s field. 

The trust institution’s post-war prob- 
lem differs in one major respect from 
that of other businesses or industries, 
namely, that for trust institutions the 
post-war period is already here. Most 
economists agree that, for manufac- 
turers and merchandisers, the end of 
the war will automatically create a 
ready market. But for the trust 
institution there will be no such ready- 
made market in the future unless it 
insures such a market today, by prompt- 
ing more people to name the institu- 
tion in their wills or designate it as 
agent or trustee. The will of today is 
the estate of tomorrow. A _ trust 
institution must fill its will file today 
if it expects to enjoy prosperity in the 
post-war period. 

The post-war planning committee 
should, therefore, carefully examine 
its own new business program, and if 
it is lacking in effectiveness, or just 
plan lacking, it should take steps to 
open the battle. 

A logical starting point, where it has 
not already been done, would be for 
the trust committee to institute a brief 





study of the market for trust service. 
The records of the probate court, al- 
ways open to public scrutiny, make this 
a simple matter. From these can be 
gleaned a picture of the volume and 
character of estates in recent years, the 
percentage of business going to trust 
institutions, and much other valuable 
information. On the average it will 
be shown that trust institutions are 
obtaining from 5 per cent to 35 per 
cent of the worthwhile estates in their 
counties, whereas their potential ceil- 
ings may be as high as 60 per cent to 
70 per cent. 

The committee may well also exam- 
ine the possibilities of newer fields of 
trust service such as agency, pension 
and profit sharing trusts, common 
trust funds, and the annuity type trust. 

Agency has already established itself 
in the front rank. In addition to 
providing immediate fees it has helped 
to change the investment policy of 
trust institutions from a defensive 
base to one more in line with modern 
concepts of investment procedure. 

Pension and profit sharing trusts are 
increasing in popularity, and may be- 
come an important part of our eco- 
nomic fabric. They are not confined 
to the larger institutions alone. Many 
instances have come to my attention 
where banks in the smaller industrial 
cities are acting as trustees, or agents 
for trustees, of such trusts. 

The common trust fund is taking a 


definite and important place in trust 
work. Every trust institution should 
be studying its possibilities. I have 
previously suggested to some trust 
officers that it would be a wise plan to 
set up the machinery of a common 
trust fund and operate it on a hypo- 
thetical basis. In this way the ‘“grem- 
lins’’ could be removed, and experience 
gained that would be invaluable when 
the time comes actually to establish 
such a trust. This is merely an appli- 
cation of the “pilot plant” method of 
testing new products that industry 
has long employed. 

Methods of increasing the personal 
contacts with prospects should be 
studied. Mainly these are to be found 
through broader co-operation with, 
and from, the staff of the banking 
departments. 

The author is conscious that this 
article touches on only a few aspects 
of trust department post-war planning. 
Unquestionably the planning commit- 
tee’s efforts will develop many more. 
Also, unquestionably, many trust men 
will say, “It’s easy for a writer to 
suggest for us a lot of additional work 
when we are already pushed to the 
limit of our capacity.” My only 


answer is that necessity is still the 
mother of invention; that already 
many trust institutions are finding 
the time and the means of planning 
ahead, and that they will derive 
tremendous benefit from so doing. 
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COURT DECISIONS 


(CONTINUED FROM PAGE 29) 


“Would he attempt to deceive her 
as to its tenor and still furnish her 
with a full opportunity to read what 
was on it? As a matter of fact, unless 
she signed it with her eyes shut, it is 
difficult to believe that she could have 
helped seeing what it was. That such 
a series of improbabilities could have 
happened seems incredible. 

“Out of all the incredible story of 
what took place we are left with the 
suspicion that a fraud of some kind 
may have been practiced on her, but 
we can only guess at what may have 
happened. Conjecture does not take 
the place of proof. That some fraud 
may have been perpetrated is beside 
the point, if it is not the fraud which the 
defendant alleges and attempts to 
substantiate by proof.” 

While it’s true, of course, that the 
burden of proving fraud is on the per- 
son who alleges it, juries are sometimes 
influenced by very little proof in such 
cases. In the case described, the 
jury’s verdict was in favor of the 
maker who alleged fraud, and it was 
only upon appeal that the verdict was 
set aside and a new trial ordered for 
the benefit of the holder of the note. 

Because of the relative frequency of 
the claim that “I was deceived into 
signing it and I didn’t know what I 
was signing,”’ some banks try to have 
at least two employees present when 
the note is given to a borrower for 
signature. One method is to have the 
date and amount of the note filled in 
by the secretary of the officer who is 
handling the transaction. The secre- 
tary then places the note in front of 
the borrower and says, “I have filled 
in this note for one thousand dollars. 
Is that correct?” This focuses the 
borrower’s attention on the note placed 
before him and forces him to answer 
the secretary that it is correct. (Her- 
man vs. Greene, 34 Atlantic Reporter, 
Second Series, 17.) 
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Note or Note Account? 


In a suit against a corporation in 
California the defense was made that 
the note involved in the suit had been 
destroyed by the payee, who thereby 
canceled the obligation, and that, in 
any event, the note was barred by the 
statute of limitations. 

It appeared, however, that a so- 
called “‘note account” had been carried 
on the books of the corporation, that 
an interest credit in favor of the payee 
of the note was the last item in the 
account, and that the suit had been 
brought within the period specified by 
the statute of limitations, figuring from 


the date of the last item in the account. 

But could suit be brought on such 
an account, if the note itself were 
barred by the statute of limitations 
and had been destroyed, voluntarily, 
by the payee? 

The California District Court of 
Appeal thought it could and said: 

“The trial court found that this note 
account had been opened and kept by 
the bookkeeper of the corporation in 
accordance with instructions given by 
officers and directors. In view of this 
finding, which is supported by the 
record, it must be held that the cause 


of action was upon the account and not 


upon the note. 

“It does not follow that because the 
note was destroyed, the obligation was 
canceled. While this may be the 
result of the destruction of a note 
where such is the intention, yet where, 
as here, the account covered by the 
note was part of a pre-existing obliga- 
tion which continued to be carried on 
the books as an account, and where, in 
view of the ledger account, the note 
was not renewed, but was carried by 
agreement of the parties as an account 
upon the books of the corporation, we 
do not believe it can be held that the 
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physical destruction of the note dis- 
charged the obligation. In fact, the 
destruction of the note supports the 
view that the parties were relying upon 
the account rather than the note.” 
(Gardner vs. Rutherford, 136 Pacific 
Reporter, Second Series, 48.) 
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Usury Liability 


If a bank’s officer collected usurious 
interest and bonuses from a borrower, 
but the bank’s records fail to show that 
the money ever reached the bank, 
would the bank be liable in an action 
brought by the borrower to recover a 
penalty for the usury practiced on 
him? 

A Federal court recently answered 
that question in this way: 

“The records of the bank do not 
disclose that this usury money was 
received by the bank, yet if the money 
was received by an officer of the bank 
in his official capacity in a transaction 
with the bank, the bank will be con- 
sidered to have received the money 
whether the records disclose it or not.”’ 
(U. S. Fidelity and Guaranty Co. vs. 
Alley, 34 Federal Supplement, 604.) 
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~ CANADIAN BANKING 


(CONTINUED FROM PAGE 28) 


After deducting $2,009,000 for Do- 
minion Government taxes and making 
full provision for bad and doubtful 
debts, the bank’s net profits for the 
year were $2,777,020 as against $2,- 
936,053 a year ago. 

A large increase in the Dominion 
Bank’s investment portfolio, growth 
of total deposits, total assets at a new 
high and maintenance of a strong 
liquid position features the 73rd annual 
report of that bank with head office at 
Toronto. The bank’s investment port- 
folio of government and other high 
grade securities now stands at $104,- 
767,145 as compared with $87,168,852 
a year ago. Total deposits have in- 
creased by $13,078,805 to $197,718,- 
577. Immediately available assets 
stand at $151,750,364 as against $130,- 
460,735 in 1942, representing almost 
75 per cent of public liabilities as com- 
pared with 68 per cent a year ago. 
Total assets at October 30, 1943, were 
$223,844,604, an increase of over 
$11,000,000 in the year. The net 
profits are $914,249 compared to $920,- 
990 in the previous year. Commercial 
loans and discounts in Canada are 
shown at $60,239,508, a decrease of 
$10,256,203, indicating a_ lessening 
demand during the year by the bank’s 


* 
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customers. The bank’s note circula- 
tion is now $2,080,951, a decrease of 
$1,438,798. 

The Bank of Montreal, oldest bank 
in the Dominion, in its 126th annual 
statement, shows a profit of $3,302,834 
as compared with $3,283,018 last year. 
Total resources reached the record 
figure of $1,313,064,654 as against 
$1,175,319,231 in 1942. Liquid assets 
were $1,035,610,171 versus $896,935,- 
228 last year. Holdings of government 
and other securities were $799,462,000 
compared with $683,835,000 last year. 
Liabilities to the public were $1,235,- 
631,000. Deposits in Canada _ in- 
creased from $930,996,417 to $1,046,- 
857,927, and deposits elsewhere from 
$133,649,022 to $159,016,863. 

Commercial loans were $226,399,000, 
slightly higher than in the previous 
year. The slight increase in commer- 
cial loans is in line with the trend of 
recent years in which the need for 
banking accommodation has been sub- 
stantially decreased. Quickly avail- 
able assets at $1,035,610,000 were 
equal to 83.81 per cent of public 
liabilities. Notes in circulation were 
reduced from $15,354,000 to $9,790,- 
000, reflecting the trend whereby notes 
are gradually reduced in favor of the 
Bank of Canada. 
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PERSONALITIES 


(CONTINUED FROM PAGE 25) 


Morris Plan institution was organized 

in 1925, Mr. Streng was selected as 

vice-president, and a short time later 

was made executive vice-president and 

became the active head of the bank. 
* 


Two well-known representatives of 
Douglas-Guardian Warehouse Corpo- 
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ration have been elected vice-presi- 
dents, it is announced by Jay Weil, 
president. They are Stanley D. 
Hart, of New York, who will remain 
in charge of the New York and New 
England districts, and Dan B. Mac- 
Duff, of Philadelphia, who will con- 
tinue to supervise the company’s 
operations in the Tri-States and Penn- 
sylvania. 
. 


Her many banking friends will be 
pleased to learn that Miss Dorcas 
Campbell, director of public rela- 
tions and the service departments, 
the East River Savings Bank, New 
York, has been made an assistant 
secretary of that institution. 

7 


O. Howard Wolfe, who has been 
on a leave of absence from The 
Philadelphia National Bank, of which 
he is vice-president, and who has been 
serving the Philadelphia Ordnance 
District, has now been relieved of these 
duties to assume a full-time job as 
executive manager of the Pennsyl- 
vania War Finance Committee. The 
request for his services was made by 
the U. S. Treasury Department. 
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a their fingers on industry’s pulse, are especially alert to tomor- 
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when peace comes, building operations begin without delay. Thus your 
project is on its way BEFORE the post war building boom hits full stride. 
Remember, with the tremendous amount of construction already backlogged 
by the war, the services of specialized designers will be at a premium long 
after V-Day. That’s why we urge alert bankers to establish their “priority” 
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Norden Bombsights 


Years of experience in precision manufacturing 
are enabling Burroughs to produce and deliver 
the famous Norden bombsight—one of the most 
precise instruments used in modern warfare. 


New figuring and accounting machines are also 
being produced by Burroughs for the Army, Navy, 
U. S. Government and other enterprises whose 
needs are approved by the War Production Board. 
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Figuring maintenance and supplies . .. How many shoes and 


ships and tank destroyers, trucks and hundreds of thousands 
of other items? 


Figuring to anticipate contingencies and casualties ... What 
reserve strength? What quantities of medical supplies? 
Figuring rapidly and accurately to avoid delays and depriva- 
tion that may uselessly endanger lives. 


Wherever there is figuring that supports the war, thousands 
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Burroughs machines serve the nation. 
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